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I . INTRODUCTION 
A. Definition and General Background : 
In makin a study of Profit Sharing the observer 
can notice a great d·versity in the definition and 
interpreta tions of this concept . From simplicity to com-
plexity they range . Some even include Christmas bonuses, 
production bonuses, piece rates, and salesmen commissions. 
Perhaps the first to gain wide usage was the classic defin-
ition expounded in the 1800's at a Paris conference on Profit 
Sharing that decreed it to be "an a greement freely entered 
into , by which the employees receive a share, fixed in 
advance , of the profits . "* 
In its 1939 Profit Sharing study, the United States 
Senate presented perhaps the broadest definition when t hey 
said it included "all employee benefit plans to which the 
employer incurs any expenses . "{<'~!- In this designation Stock 
Purchase and Pension plans would be included and it would not 
limit Profit Sharing to the true concept it will be considered 
to be for the purpose of this thesis. 
The definition most a ppropriate for clarifying 
what is specifically to be discussed is the one proposed by 
the Council of Profit Sharing Industries: 
Profit Sharing is any procedure under 
which an employer pays to all employees, 
~as , P • 35 . 
~H<-12 1 P • 3014. 
in addition to good rates of pay, 
s pecial current or deferred sums , based 
not only upon individual or group per-
formance; but on the prosperity of the 
business as a whole .~~ 
The concept of Profit Sharing is not limited in 
variety solely to definitions . Mention a l so can be made of 
the various types of Profit Sharing plans. Each company 
employing such a plan has one specifically engineered for i t 
alone. What fits into one company's framework may be un-
workable in another. For instance, a company whose earnings 
are stable would not consider the same plan as one whose 
earnings continually f luctua te. Even the most basi c types 
of plans will differ in their structure, function, objectives, 
and administration . Thus there is unquestionably no one type 
that can be referred to as "The" plan ; a company can follow 
no i nvariable rule in formulatin g its own plan. 
Profit Sharing certainly is not a recent develop-
ment , as it actual ly dates back in pr±nciple to the earliest 
fishing and agricultural villages , when fishermen shared in 
the profits of their catch and farmers shared their crops . 
Howe ver, the first workable profit-splitting idea for business 
was originated in France in 1850. At that time LeClaire, a 
business leader, began a plan for hi s workers that ignited 
the movement as it is known today. The idea then spread 
through Europe and . came to the United States in the 1870 's. 
-:~18 , p. 35 . 
8 . 
By 1896 there were approximately 40 plans that had been 
installed here . -ll-
The. decade of 1910-1920 witnessed a big growth in 
Profit Sharing as a number of active plans more than 
doubled . In 1'917 the United States Bureau of Labor Stat istics 
reported 60 plans in operation and, in 1920, another study 
disclosed 97 plans .-:H!· 
Then, as the organized labor movement magnified 
itself, Profit Sharing became management's answer to this new 
deve lopment . In 1939 the National Industrial Conference 
Board condu cted a survey which found 158 out of 2700 companies 
s ampled (5 . 9%) had Profit Sharing for all their employees .·:HH~ 
This same organization surveyed 3,498 companies in 1946 and 
di sclosed that 401 (11 . 51&) were utilizing such plans .-lHHH~ 
Thus, in the brief span of only 7 years, the proportion had 
nearly doubled. 
During World War II the Federal Government's action 
of freezing wages and salaries stimulated various employers 
to look to Profit Sharing as a possible means of supplement-
ing the employees' basic compensation . Another appeal was in 
its possibilities as a means for attracting and maintaining 
desirable labor during the days of reduced labor supply. 
With these two incentive s encouraging interest, the Profit 
*18, p . 3 . 
iBH3, P • 7 • 
~~ .. :: .. J,t-22 . 
~=~~~M~23 . 
Sharing movement was stimulated to new and greater 
proportions. So phenomenal a rise has occurred that its 
spokesman, the Council of Profit Sharing Industries, 
estimates that there are nearly 16,000 plans in exi stence 
today and that 100 new plans are begun every month . ·:t· , 
B. Philosophy and Essence of Profit Sharing: 
The science of Profit Sharing involves the inter-
relationships of a three-link business chain--ovvners, managers, 
and labor--and this chain is only as strong as its weakest 
link . Therefore, the foundations of Profit Sharing must be 
sound and steady. Hard practicality of business fundamentals 
is not enough . Equally important for its existence are basic 
idealisms . Thus some observations must be made as to its 
underlying philosophy and essence. 
The Profit Sharing partisans praise their concept 
on phi l os ophical as well as pragmatical grounds . Even 
vehement opponents of Profit Sharing accept its idealistic 
foundations . The true concept is a basic moral philosophy 
which reco gnizes that Christian principles exist 'in industry 
just as they do in life . Robert S. Hartman, one of the 
founders of the Council of Profit Sharing Industries and a 
noted philosophy professor, voiced this philosopy when he 
told a member conference: 
10. 
You are regarding the other side in the 
production process, not as an enemy# but 
as a friend and partner . You are 
disproving the marxist and fas cist premise 
that labor and capital are natural enemies . 
You are also steering clear of the un-
conscious marxism found so often in the 
ranks of mana gement when they speak of 
labor as a commodity to be bought and sold 
on the so-called Labor Market . ~:-
Strange J . Palmer , Personnel Director of the Porter- Cable 
Machine Company, Syracuse , New York , further added to this 
thought when he wrote that business isn tt just an economic 
inst-'~tution , but also a social institution. The worker 
shm:ildn' t be cons ide red as a barnacle hitching a ride on the 
bottom of a boat , but as a planking--a vital part of the boat. 
This, he feels, is the essence of Profit Sharing and is vital 
to the social concept of a worker ' s place in industry.~H:· In 
an article entitled "Christ:i.anity and Profits" , E. J . Meeman 
reiterates this point that it is a philosophy which respects 
the import of the human personality and is ~ssential to the 
impr ovement of the human dignity. He even contends that 
"Profit Sharing is the most practicable means we can use for 
human we 11- being . 11 ~HB:· 
Profit Sharing is also a means to an end--namely 
that of preserving our free enterprise system. As 
B. D. Perkins i n a study of this democratic concept said: 
-::-74 , p . 662 . 
~H:·21 , pp . 41-44 . 
~HH:·44 , PP• 219- 221 . 
11 . 
"Any effort that broadens the base of the capitalistic 
system and brings about a greater particip~tion in the 
fruits of that system insures the _perpetuation of that kind 
of society. "·::· And in 1946, Senators William s . Knowland 
and Owen Brewster stated before the Senate that Profit 
Sharing was a most suggestible device for that preservation 
of our private enterprise capitalism • .;:~:- It is a philosophy 
t hat "carries the spirit of capitalism to mass citizenship 
and invites an intimate , mutual understanding of the common 
interest which employer and employee must have • 11 -lHH!- Thus., 
this emphasis on the common stake between employer and 
employee will enable trueProfit Sharing , as George Baldanzi , 
Dire ctor of Organization, United Textile Workers of America 
(AFL), once said , to not on l y "give the America..n. worker a 
greater share in the enormous profitability of American 
Industry, a profit which they help to create" , but also "will 
make them not Social_ists or Communists , but the mo st ardent 
f C • t 1• t ff "-'~U~ 0 apl a 18 S . W nAn 
The philosophy of Profit Sharing , theretore , has 
an essence that is an altruistic idea which to a great 
extent embraces attitudes compatible with democracy itself . 
It recognizes the presence of social justice and democratic 
~l-15 , pp . 7- 8 . 
-lH;-15 1 P• 1 . 
-lHH~55 1 p • 167 • 
.;HHHa2 , P• 3013 . 
12 . 
principles in the indus.trial sector of our social life; it 
attempts to preserve our economic system and more firmly es-
tablish the worker's identity with it; it is a staunch foe 
of the 11 isms" - -cornrnunism, soci al ism, and fascism . However , 
though these moral overtones do persis t and add to the 
justifications for this concept, its advocates must be 
practical-minded, not just social-minded. Our dynamic 
economy has insisted that it be justified on practical as 
well as altruistic grounds . It is here t hat Profit Sharing. 
has encountered its difficult ies . 
c. Scope of Study: 
It is true that material gains may be immediately 
f orthcoming with the institution of Profit Sharing into a 
company. However, this should not be the main objective as, 
the very essence of Profit Sharing is the 
philosophy of joint emplo~er-employee 
collaboration in the task of production; 
and it can work successfully only when 
the emphasis is on this basic philosophy 
and not on the other material gains which 
it i~ likely to bring in its train. * 
It is in this light that Profit Sharing shall be viewed--as 
a possible method for improving the cooperative spir.its s o 
vital for a successful and productive economy. 
The ranks of Profit Sharing users is growing quite 
rapidly. As the Profit Sharing disciples increase in 
-}!-51 , P • 499. 
13 . 
number, so does the importance of the question "what impact 
has Profit Sharing had on the field of Industrial Relations . " 
Yet, as has been noted earlier , the concept of Profit 
Sharing is not a new one. However, its industrial appli-
cation during t he past decade is seemingly revolutionary. 
Thus , as with all changeful institutions, it has its 
staunch partisans and its vehement foes . Organized labor 
has been a traditional Profit Sharin opponent over the 
years . Yet , labor's reactions to Profit Sharing have been 
undergoing a metamorphosis and t he hostility of the past 
may dwindle into a hopeful future . Since the fears of the 
early days of the labor movement, there seems to be a change 
in the direction of acceptance today. If this be so , a 
g iant stride toward an atmosphere of industrial peace is 
forthcoming, and warrants the attention of this study. 
A vital implication of this question of the impact 
of Profit Sharing on management-labor relations is the inter-
workings of the economics of Profit Sharing with our system 
of capitalism. The interrelationships of wages , prices , and 
profits, i f maladjusted, lead to strikes, wage demands , and 
a public outcry if company profits are believed excessive . 
This conditions,the management-labor relations environment . 
I~ it can be shown that Profit Sharin g offers to both l abor 
and capital a means of reducing inflationary problems and 
smoothing the relationships of wages , prices , and profits , 
then both factions wi ll have common means for attaining what 
14. 
is a common goal on a common ground • . The continuation of 
our capitalistic economy is an aim of both. If Profit 
Sharing can serve this goal, then future employer-employee 
relations may very well undergo a peaceful evolution. By 
aiding each other they may each di scover that they have 
mutually benefited themselves and, ironical as it seems in 
these . days of cumulating dissatisfactions over seemin "'ly 
high industrial profit, profits themselves may someday 
become a "consolidating" and not a"dividing11 element in 
industrial relations . 
The mutual sharing of the rewards of business 
activity by the tool users as well as the tool o1Nners may be 
one of the most effective ways of solving management and 
labor ills which confront u s today . There are hundreds of 
companies whose attainment of success in this vein V'.QUld 
seem to be an indication of the poss ible feasability of this 
fact . It i s the intent of this thesis to study this qu estion. 
If capitalism can evolve a common ground for management-
labor cooperation, then perhaps Profit Sharing is it . 
Therefore , we ar not concerned with Profit Sharing a s a 
technical gadget or mech anism. We a re concerned with it as 
an industrial way of life , as a business concept, as a means 
for industrial peace . 
Analysis of the various types of Profit Sharing 
plans must be avo"ded . There are as many types of pl ans as 
companies that have them. There is no universal p l an of 
15. 
interchangeable parts that can be adapted to any and all 
companies . Each plan is individualistic in that it is 
tailored to fit the particular needs and characteristics of 
the company concerned . I ts composition is determined, not 
by constant elements, but by variables such as plant 
location, competition, profit record , degree of stability, 
personnel policy, and nature of the workforce . Thus , t:;he 
variety of plan types is extremely divergent and does not 
lend itself to the purposes of this study. 
The seope of this thesis also is not conducive for 
any discourse on the mechanics of Profit Sharing--such as 
methods of determining percentage of profits to share and 
distribution formulas , or the description and characteristics 
of various company plans, or the elements of a general Profit 
Sh~ing program . The concept of Profit Sharin and not its 
functional parts or myriad of forms are of our prime concern. 
D. Need for Study: 
"Profit Sharing-The Capi talistic Challenge" is a 
pamphlet , issued by the Council of Profit Sharing Industries , 
that is separated into four distinct studies . T!:1e fourth 
study is ent itled "Some Unanswered Questions Concerning 
Profit Sharing . " In this study the author expresses the hope 
of Profit Sharing advocates that this method would continue 
to develop as a movement and would be of immeasurable 
benefit to our national economy. However , he contends that , 
16. 
for this to be so, answers must be attained for the numerous 
questions inherent in its use . More sufficient compilations 
of information must be made about specific points rather than 
just the general area of Profit Sharing so that a better 
appraisal ma y be made . One of the basic problems open for 
study is the effect of Profit Sharing on personnel relations 
and what is the attitude of labor concerninr:; it . ~r 
The significance of this study is seen in the 
fo llowin statement : 
The se~se of mutuality of interest and 
r e sponsibility in the common adventure 
of profitable production which normally 
exists amoung the members of a partner-
ship has been lost (and) the lack of it , 
moreover , has affected both the wage 
vwrkers and the managers of the industrial 
pl ants of today. Devices of various 
kinds to reestablish, or rind a subst i -
tute for, that mutual i ty of interest have been 
tried (and) have shovm greatly varying 
pos si bili ties for good and evil. -lH!-
Perhaps Profit Sharing may be the device that will accomplish 
this objective . As has been noted earlier , it has the 
spirit of social j u stice stren gthening its. f oundation and 
an ethical drive behind it . It may very well be the 
practical counteracting force to the wedge that is all too 
often being forced between labor and capital . If it is, 
and can properl y be uti l ized , it might be the best device 
yet deve loped for drav'iing out the 11 best 11 in labor and capital . 
-lH8, pp . 35- 40 . 
-JH}7 1 p . 1 . 
17. 
Certainly the day must come eventually when the 
chasm dividing the two c amps is bridged and their disruptive 
disputes are reduced to the absolute minimum. A movement 
that would foster the attainment of this beneficial climate 
is worthy of penetrating attention. There is a growing 
interest in Profit Sharing that tends to indicate it may be 
the answer . George W. Perkins expressed it when he said in 
an address to the National Civic nederation, 
An industrial democracy of the most ideal 
sort is found in t1~e Profit Sharing ; an 
industrial democracy that makes real 
partners of capital and · labor, and yet 
preserves the ri ght of private property; 
that preserves and promotes the great 
business asset that comes from individual 
initiatives; that retains the capitalist's 
incentive to enterprise, while giving the 
worker a new inspiration for effort that 
humanizes large organizations of men; that 
promotes good will and industrial peace .-l:· 
Yet, although it seems like a realistic approach to 
solving the problem, is it really the answer? Just how 
effective an industrial relations tool is it? Does it lack 
anything that prevents it from being as advantageous as the 
"billboards" of its advocates proclaim it to beY If it 
doesn't , why are only about five percent of the American 
work force under it ? These are some of the questions that 
must be explored in determining Profit Sharing ' s impact on 
industrial relations . 
-lHl, p. 20 . 
18 . 
E . Method of Approach: 
The first step used in order to study this question 
will be to view the possibilities of Profit Shar :_nq; as an 
economic pacifier of industrial unrest in the era of post-
war profits. Although this is a matter of macro-economics , 
it is felt that at least a cursory knowledge is of much 
concern due to its strong reflection on the industrial 
relations picture . By viewing its broad effects on full-
employment and the business cycle, the stage is set for the 
more specific points that are really at the heart of the 
matter. 
Therefore, detail will be given to the attitudes 
of both management and labor--their objectives and objections, 
their motives and reacti ons --in re gard to the Profit Sharing 
concept . The validity and possible compatibility of their 
claims and arguments will then be viewed to determine if this 
way of doing business can lead to industrial harmony on the 
labor front . 
If it is to be successful in this light, it cannot 
be built upon mistakes perpetuated from the past . Thus , 
certain controversial elements and pi tf'al·ls must be discussed 
so that a better appraisal can be had . In line with this 
reasoning, the causes of plan failure and their effects on 
labor, and labor's reactions during "loss periods" will be 
studied and evaluated . Prime requisites will then be evolved 
that Profit Sharing must have , if it is to be the problem-
19 . 
solver that it has been advert i sed to be. Collective bar-
gai ning and union contract issues also have gr~at bearing on 
management-labor cooperation. This area, therefore, must be 
incorporated into this study too . 
A conclusion may t hen be made as to how effective a 
remedial a gent for industrial strife is Profit Sharing and 
what its future potential is as a t ool for building industrial 
peace . 
It should also be noted at this time, that this 
thesis has been undert aken with no preconceived judgement 
as t o the merits of Profit Sharing , _ and every effort will be 
made to avoid a biased study from either the viewpoint of 
management or labor. 
20 . 
II . EFFECT OF PROFIT SHARING ON THE NATIONAL ECONOMY 
A. A Possible Solution to Economic Ills: 
"Profit Sharing plans appear to burgeon forth with 
cyclic regularity as industry reaches a high profit echelon~ n ·:~ 
says Paul A. Johnston. By this statement it is meant that 
Profit Sharing's growth is conditioned by the e rowth of our 
national economy. The successful development and pro gress 
of the former depends on the profitableness of the latter. 
As national income grows and continues to reach . record levels~ 
industry's profits have attained height s never before 
witnessed . This situation has given Profit Sharing a far 
greater opportunity to take hold in the American economic 
scene than it ever had before in its history. 
This belief t hat continually high profitable 
operations constitute the most conducive atmosphere in which 
Profit Sharing can operate is not questionable . Yet , this 
same atmosphere is also conducive to the undesirable 
occurrences of strikes, excessive wage demands, lower 
purchasing power, and highly inconsistent relationships 
between wages, prices , and profits . For these economically 
disruptive elements there can be fo und a diversity of c auses, 
and blames, and a long line of scapegoats . Employers echo 
the claim that wage increases are inflationary; labor voi c es 
21 . 
their opinion that pr ces are n eedlessly high and business 
profits excessive . Management s e eks increased and more 
efficient production; labor aims for sustained high purchasing 
power . Meanwhil e , Profit Sharin g disciples proclaim that 
the ir way of doing business would synthes ize the tvvo factions 
and , at the same tlme, enable this country to attain and 
r emain on a hi gh level of prosperity. In es sence , it is 
their contention that Profit Sharing is destined to become 
the solution t o economic unrest and, therefore, as management -
labor relations are conditioned by the national economy, it 
will also be the economic problem- solver in industrial unrest . 
Knud Fink, a noted economist, advocated this point when h e 
sai d : 11 as a means of stimulatins mass pur chasing power , while 
retainin g our competitive and profit-minded economy , I would 
suggest for consideration a consistent, widespread system of 
Profi t Sharin between the t wo indi spensable partners in 
industrialized business, capital and labor.•H:- This , then, 
is their claim. Some insight into Profit Sharing 's inter-
workin s with our capitali s tic system must therefore be had . 
B. Interrelations of Profit Sharing and Our Economic System: 
If more widely adopoodusage of Profit Sharing were 
practiced in our economy, the spokesmen of the movement claim, 
it would function as the be~t anti-depression, anti-inf lation 
~:-68, P • 37 • 
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measure yet devised . Profit manipulating via wage increases 
. via price manipulating--spiraling into eventual runaway 
inflation--would be curtailed . The purchasing power of the 
mass of consumers would be stimulated and not reduced . This 
would occur because Profit Sharing would widen the mar gin 
between eeneral wage levels . and g eneral price levels by 
augmenting the workers wage income without supposedly affecting 
prices di~ectly. The reasoning g iven for this happy situation 
is that Profit Sharing payments a re not specifically charge-
able to production as a cost and , as a result , not a direct 
cause for raising prices . Thus, although the income of 
labor is enhanced , no direct inflationary impetus is g iven . 
Profit Sharing, if deferred , would have a stabi -
lizing effect on purchasing in the long run . Funds could be 
accumulated during profitable years and later paid out 
during a non-prosperous period . This would tend to hammer 
down any inflationary buying propensity during the good times 
and, in depression-like times, to jack up the economy via the 
stimulation of the expenditure of the accumulated Profit 
Sharing funds . Those who were Profit Sharing participants 
would have the good fortune to enjoy ·a relatively more 
stable buying ability than their non-participating .counterpart. 
It would then keep the economy from dipping to even worse 
lows, which it otherwise might without this added money to 
the income stream. Instead of paying out in direct wages and 
adding to the wage - price spiral , it woul d help support the 
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economy if it later became depressed . Extremes, therefore, 
would be leveled off to an economically healthier degree . 
Cyclical variations have a slightly different 
effect on workers under the less common immediate payment and 
not deferr ed type of Profit Sharing plan . Immediate pressure 
of rising prices demands increased spendable i ncome for 
meeting this trend . This type of Profit Sharing participant 
receives a current cash payment and is better able to meet 
t he needs of the situation. Thus, he is able to maintain his 
standard of living at the level required of that particular 
time . 
If the swings in the business cycle , theref ore, 
can be leveled off, employment would not waver and should 
also tend to steadily grow toward a desired level of fullness . 
The vici ous economic circle and whirling merpy- go- round of 
wages, prices , profits, production, and employment would not 
go drastically out of balance and economic equilibrium may be 
sustained . Through Profit Sharing , its advocates proclaim, 
the nation would be greatly benefited as a whole and continual 
prosperity eru~anced . 
c. Evaluation of Profit Sharing's Economic Effects on 
Industrial Relations : 
That cyclical booms and busts unbalance the rela-
tionship cited before is an accepted economic fact . That 
the maintenance of widespread and steady consumptive ability 
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is the key to business prosperity is al s o readily r e cognized . 
Maintenance of purchasing power, high standard of living, and 
full employmen t are acknowledged goals of everyone . However ~ 
whether or not Profit Sharing is a sure economic problem-
solver and goal-getter is hi ghly ~eculative . Profit Sharing 
disciples are vehement in their claims that it is. However , 
an economist would probably di spute all this. Economic 
imbalances are caused by complex factors of economics, and no 
one program can p ossibly do it alone . There is no "short-cut" 
to Utopia . 
It should also be no ted t .ha t for Profit Sharing to 
have the strength sufficient to accomplish these ends it would 
certainly have to be a system with a great many more adherents 
than it has t oday . To have a predominant number of companies 
capable of having successfully operating Profit Sharing plans 
seems too magical a situation to be imagined at this time . 
Any level approaching almost universal Profit Sharing would 
also undoubtedly result in a strangulation of the less 
profitable and the marginal businesses . 
These macro-economic, long range visions of Profit 
Sharing must give way, therefore, to more current , practical~ 
less dream-like points for discussion . It is true that if 
Profit Sharing could be the economic remedy it is proposed 
to be, then management-labor relations would find a smooth, 
common avenue to travel in the future . But it must first 
prove itself capable of aiding Industrial Relations on the 
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smaller , micro-economic , every day industrial scene . If 
it cannot facilitate smoother employer-employee relations 
where it is in limited use today, it cannot be expected to 
achieve even better results on a much broader scale tomorrow. 
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III . LABOR 1 S REACTI ON AGAINST PROFIT SHARING 
A. Un"on Claims : 
Although Profit Sharing is normally advocated by 
management as a syst em instituted for benefit of the tool 
users as well as the t ool owners, labor frequently h~s taken 
exception to this premise and has attacked it on several 
grounds . Perhaps their mos t vehement arguments are based on 
the f ollowing claims that Profit Sharing is : a wag e rate 
depressor , uncertain in payment, paternalistic , overly 
complex, a production speed- up device , a union-buster , and a 
substitute for collective bargaini n g . Some knowledg e of the 
nature of these anti - Profit Shari n g claims is necessary, at 
this time, so that an evaluation of labor's reaction can be 
obtained . 
1 . Wa g e Rate Depressor : 
It is the belief of lab or that many of the companies , 
which have undertaken Profit Sharing , did so only as a means 
enabling them to pay sub- par wage rates . So as to substan-
tiate this claim they often point to several companies who 
discontinued their plan shortly after the plant had become 
unionized . They reason, therefore, that these companies 
could not afford, at one and the same time, to meet the union 
wa ge scales and maintain a Profit Sharing plan . This charge 
is not voiced by orgainzed labor alone either . "furkers in 
non-union plants also have argued that , in their case , their 
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basic wag e rate was kept below the community wage scale or 
local wage scales of comparable business activities. PI'ofit 
Sharing proerams carried out under any of these conditions , 
labor feels , represents a dangerous threat to one of their 
most important goals--the goal of economic security. 
2. Uncertain Payments: 
As Profit Sharing naturally depends on the exis -
tence of profits , there is a certai n incalcula l e e lement 
involved. The size of the Profit Sl aring payment will be 
only as g ca or as limited as the amount of prof t s rna e . 
It also is found frequently th~t the Profit Sharin'?; e rployee 
h s a psychological difficulty in distinguish: ne his Pr ofi t 
Sharing pa~~ent from his calculable, contracted wa~e . This 
lnab:lli ty of the worker to maint a in the important menta l 
distinc tion often leads the workers to consider any reduction 
in the pa~~ents as a lowering of his wage earnings . This also 
vi olates an inherent desire of labor in general to have stable 
wage scales . Labor inherently likes stable earnings s.o that 
they may plan personal and household expenditures more 
accurately. Because of this fact, the element of uncertainty 
that is part and parcel to Profit Sharing, with its elevator 
reaction to the economic prosperity or adversity of the times , 
can exert a hostile influence on the laboring class . This is 
the reason why labor often claims an increased scale of wages 
is justified when a company feels it can afford Profit 
Sharing . The certain income is more desirable than the 
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uncertain income, handsomely dres sed in the Profit Sharing 
garb . ne Industrial Relations study expressed this argument 
of labor as fo llows : 
By its intrinsic nature, Profit Sharing 
does not cormnand itself to wage earners. 
Its present position after more than a 
century and a half of trial and error is 
insignificant . The f i rst want of the 
worker is for a steady income assessed 
on the bus·ness as an operating cost 
with payment insured b:v a first lien on 
the assets. He will acc ept any handout 
f rom prof:l.ts as so much " gravy", but he 
will not be content to depend upon such a 
f luctuating factor as profits for any 
subs tantial part of his re gular income.~~ 
3 . Paternalism: 
In 193'7, before a United States Senate Subcommittee 
of the Committee of Finance, John L . Lewis commented: 
I think that in ·. p.rofi t Sharing--oh, there 
is t oo much of a theory of the distribution 
of largess; there is too much of the prope-
. sition of dropping a dollar in the plate 
or twenty dollars in t ·he pot as an act of 
generosity, whereas , as a matter of fact, 
the employees in that industry who operate 
the industry had a great part in the pro-
duction of the materials and the coramodities 
to make possible the product .~HI-
This ar~Ament that Profit Sharing is just another paternal-
istic scheme of management was more recently expres sed in a 
Profit Sharing study by Edwin B. Flippo . He notes that today 
labor still maintains that "there is too much a theory of 
largess surrounding Profit Sharing ; it is commercialized 
~:-13 , P • 43 . 
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charity. It is believed that if the employee actually earns 
the money it should be placed in the pay envelope; that if 
not earned it is charity.~:-
4 . Complexi ty of Plans : 
By its very nature, Profit Sharing dictates a 
relatively complex program for i ts users . Labor, h wever , 
mainta ns that such programs need not be bound up in t ech-
nical, l e galistic terms to the great extent that they are . 
It is incumbent on management, they feel , that all such 
plans should be set forth in t erms simple and straight .for-
ward enough to a chieve a more complete understanding o.f its 
provisions by the employees. 
5 . A Production Speed-Up : 
As was noted in the introduction section of t h is 
study, many companies consider segments o.f their piece-
rate system as Profit Sharing to some de gree . Labor, in a 
sense, often gets this feeling subconsc iously--they consider 
Profit Sharin t o be l i ke an incentive system, only that 
this particular one is designed to over- push the worker . 
~Lis is based in lar e part on the fact that t here are a 
variety of plan types, many overly complex, with a myriad 
of pos sible interpretations, and this has led to much 
confusion in the workers' minds . iJ arren s . Stone, former 
chief of the International Brotherhood of Locomotive 
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Engineers once summed up this adverse labor reaction when he 
said: 
All forms of Profit Sharing, be 
they a cash distribution or a 
bonus, or the selling of stock 
at low rates, are subject to the 
same abuses. 'rhey have a tend-
ency to speed up the worker , and, 
in addition to that, they make 
him resi gned to work under con-
ditions which otherwise he would 
not tolerate for a single day, 
were it not for the hope of the 
bonus in the near future which 
is always kept before him. tH~ 
6. A Union-Buster: 
This is perhaps the mo st heralded labor reaction 
voiced a gainst Profit Sharing . Here there can be found a 
two-fold claim--that Profit Sharing undermines union security 
and, secondly, it prevents union development . Union security 
and their desire for self-preservation are attacked when 
Profit Sharing is used to undermine their prestige. The 
identification of employee interests with the company's 
interests is an admitted and lo gical management objective of 
Profit Sharing . However , labor contends that frequently 
management seeks to build this company loyalty vh ile, at the 
same time, they endeavor to tear down the union loyalty. 
Effort is thus exerted via Profit Sharine to turn the employee s 
from thoughts of union objectives to concentrated thinking of 
only increasing the company profits. This is psychological 
-::-6, p. 189. 
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warfare, the union contends, and an open attempt to lessen 
the union's scope of activity. 
This gives rise to the second labor objection 
alon8 this line of reasoning--that Profit Sharing hinders 
union development . Unions are able to cite several examples 
where management of non-union firms installed Profit Sharing 
purely as a means of preventing organization of their 
employees . In the National Labor Relations Board versus 
Spengler-Loomis Manufacturing Company of Rockford, Illinois 
case (31 LRRM 1314), it was sho~n that while the International 
Union of United Auto , Aircraft , and Agricultural Implement 
Workers of America were attempting to unionize the plant , 
the management of the company endeavored to entice the 
employees with a Profit Sharing plan . 'rhe company 's inten-
tion had been to demonstrate the kind of benefits that would 
be obtainable \rlthout a union. The National Labor Relations 
Board held that the "employer violated the National Labor 
Relations Act by announcing and granting a Profit Sharing 
plan for the purpose of affecting results of electi on . 11 -i!-
The National Labor Relations Board versus Radcliffe 
et al ., doing business as the Homedale Tractor and Equipment 
Company (33 LRRM 2761 ) is another case that serves to give 
impetus to this adverse reaction of labor. The company 
involved had announced that it was going t o establish a 
*9· pp . 1314-1315. 
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Profit Sharing plan during a union's organizational campaign 
among its employees . The union attempting t he organizing 
charged that the company had unlawfully hindered their ri ghts 
to or ganize •. Specifically the Board , in its opinion, held 
that "the respondents interfered with union or ganizational 
activities of its employees by the strategically timed 
ar...nouncement of a Profit Sharing plan . " ·:~ 
Substance can be given further to this claim of 
labor with the case of the National Labor Rel ations Board 
versus Blanton Company (8 LRRM 840) . Here the company sought 
to prevent unionization of its plant by forcing the employees 
to choose between retention of an existing Profit Sharing 
plan and cessati on of organizing activities or , if they 
continued to consider cons enting to union affiliation, then 
a withdrawal of the plan. A personal poll was taken of each 
individual employee and they were told t hat "when, you join a 
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union and want to work on a union basis , then you lose your 
posit ion working under our Profit Sharing arrangement . " Thus , ~ 
the oard ruled that substantial effort s had be en made by 
management to interfere with the employees' ri ght to self -
organization and that the company had committed an unfair 
labor practice . "3H;o 
In the case of the National Labor Relations Board 
versus John and Ollier Engraving Company ( 9 LRRM 524.) there · 
.;no, p . 2761 . 
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can a gain be found another example of union-busting by a 
Pr ofit Sharing plan offer . The National Labor Relat i ons 
Board ruled in this instance that the company had unlawfully 
prejudiced the judgement of t he employees on a consent 
election. The plan.had been offered and publici~ed during 
organization attempts and was announced to be the ·· benefit 
for the employees if they agreed to a two year period of no 
collective bargaining and no strikes . This , however ,. was 
adjudged by the Board as an undue restraint of the rights 
of the employees . ~~ 
Many more examples can be given by labor to justify 
their contention that Profit Sharing is utilized as a weapon 
for managements' union-busting campaigns all to often. The 
aforementioned National Labor Relations Board cases .should 
suffice to show that this argument of labor has a somewhat 
substantial basis in fact . Al so, the latter case has f'urther 
opened the door for a discussion on the final essential labor 
anti-Profit Sharing claim--namely, that it interferes vrlth 
collective bargaining . 
7 . Interferes with Collective Bargaining : 
Collective bargaining is the crux of orGanized 
labor ' s existence . Unions strongly feel that there can be 
no substitute for bargaining in wage determination and, as 
profit shares supplement a worker ' s wage earnings, they 
~!-8, pp. 524-528 . 
34 
should be subject to col~ctive bargaining . Any plan which 
circumvents this basic fact is considered as a veiled attack 
on organized labor and is assured of meeting hostility and 
distrust. Peter Henle, Assistant Economist of the American 
Federation of Labor, wrote in 1950 that he felt Profit 
Sharing and union aims were conflicting drives. Profit 
Sharing , with its emphasis on a mana gement controlled bonus , 
is at cross-purposes with organized labor's emphasis on basic 
wages via col lective bargainine; . This shift in emphasis, he 
thought , would not only interfere with collective bargaining , 
but could also eventually undermine it.~:· 
B. · Evaluation of Labor's Claims: 
Although labor can justify its claim that Profit 
Sharing acts to keep wages depressed , they can do so only in 
specific instances. It is acknowledged that some companies 
have resorted to use this system for just such a purpose, 
but generally most companies have frowned upon this recourse. 
The Council of Profit Sharing Industries emphasizes this in 
their definition of the concept by stating that it is 
pertinent that payment be made in addition to good rates 
previously established. True, sincere Profit Sharing users 
insist that unless equitable wag e scales are in force, the 
system is not only not real Profit Sharing , but also is 
~:-65, ' pp. 13-16. 
doomed to eventual failure . Cass s . Hough, Vice-President of 
a state of Michigan Profit_ Shari n g company, sumrriarized this 
atti t ude when he said in an address : "A true Profit Sharing 
plan must never even be thought of as a substitute for fair 
wa e;es and salaries. The business must be operated, insofar 
as wages and salaries are concerned , as ·though the Profit 
Sharing plan did not exist . Any attempt by management to do 
otherwise completely defeats the plan.n-l:· 
Labor's argument based on the fluctuating payment 
aspect of Profit Sharing i s due to the ineffec.ti venes s of 
management to convince the worker that Profit Sharing pay-
ments and daily wages are two distinctly different types of 
remunerations . A reduced payment is definitely not supposed 
to be construed as a wage reduction. The fact that labor 
often does consider it as such is proof that management has 
f ailed to properly "sell" and contine "to sellu their 
employees on just what the nature of profits , the Profit 
Sharing concept, .and their own specific plan is. So vital 
is effective communication and educat ion of employees in 
re gard to Profit Sharing that a complet'e discussion of this 
subject is deferred to a later section of this study. 
Although the latter two labor objections can be 
reasonably substantiated , there also may be a "hidden meanina" 
. 0 
underlying organized labor's reaction. The job and status of 
-ll-75 , P• 144. 
the union leader is highly dependent on his success . :t.n 
achieving new benefits for the members . Wi th Profit Sharing 
being mainly a management - inaugurated syste1n, they naturally 
obt ain most of whatever credit is forthcoming from the 
worker. Therefore, when the unlon sees the bonus payment 
being presented to its member s , it is somewhat of an entice-
ment for them to endeavor to attach it as a basic wage 
increase in the future and for which they would rec eive the 
credit. This may then be the reason for their charge that 
wages are sub-standard and thei r attempt to possibly circum-
vent whatever prestige the manag ement may have acquired from 
the Profit Sharing plan . 
The arguments of labor that Profit Sharing plans 
are complex and paternalistic , although they are still voiced, 
are not d one so frequently or so vehemently as in the past . 
Th eir impact i.s being minimized by a recent trend toward 
labor cooperation in plan development and operation . Vfnen 
labor itself has the opportunity to render their aid and their 
ideas to the Profit Sharing plan affectinc them, there is 
nruch less tendency for such plans to be engulfed in a ma ze 
of technicalities . Labor also certainly will not be so 
desirous of labeling a plan as paternalistic if they them-
selves had a hand in putting it into action . This trend of 
unilateral plan creation giving way to bilateral action is a 
new aspect to the Profit Sharing question and later vrl ll 
cormnand greater attention in this study. 
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Labor ' s c ontention that Profit Sharing can lead 
to production "speed-ups" stems more from a psycholo gical 
fear than from their general experience with Profit Sharing. 
Although the sys tem may hav e been instituted in the past by 
management vvith such a motivation, this isn ' t the case today. 
However, even though such improper motives are not usually 
involved, the fact that labor may believe and fear that they 
are , can cause equally as much disruptive harm to the Profit 
Sharing mo vement as when they were . If labor continued to 
persist that the benefit of increased productivity via Profit 
Sharing was a synonym for produ ction "sp eed-'up", slowdo~ms 
and featherbedding could then result . The erroneous idea of 
"let's cheat the cheater11 would be. used to combat what was 
considered to be manag ement skulldugge ry • . This WJ uld be 
jungle warfare and , if both sides were actually involved in 
this relationship , industrial peace would be fi guratively 
li e;ht years away. 
As was noted before, the argument that Profit 
Sharing is a technique designed to undermine union prestige 
and organization is perhaps the most important and most 
serious claim labor has.agains t Profit Sharing. Profit 
Sharing has been used as a union-buster before, sometimes 
still is, and probably will be used as such again in the 
future, This of course, is certainly not i ndicative of the 
Profit Sharing mowement as a whole but , as long a s it does 
exist even to a limited de gree , it reflects on the ent ire 
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movement, and labor's suspicions of management's motives must 
be expected . Profit Sharing mu s t eventually prove conclu-
sively that it is totally compatible with union security and 
development if it is ever to become the sound Industrial 
Relations' tool it has the potential to be. 
Up until now, relative ly few companies have been 
willing to bargain over Profit Sharing and this is the f inal 
cla im of labor mentioned earlier . n~ana " ement has f elt that 
t h ey in tiated the plan, the y are p aying the dollars, and 
therefore any Profit Sharine; dec i sions should be left to 
t h eir jud ~ement and discretion alone . This, the y maintain, 
is t heir prerogative and this b e lief has kept Profit Sharin 
ou tside the realm of collective bargaining . This h as be e n a 
b on e of contention on the· Industrial Relations scene and has 
l ed to a g reat deal of friction b e tween organized labor and 
manag ement within Profit Sharing firms . Recent developments , 
h owever, have indicated that thi s situation is undergoing a 
chan ge and a later discussion of t h is vita l issue shall be 
ma d e . 
It is apparent that t h e se basi c objections whi ch 
l a bor has r a ised over the ye a rs h ave a somewhat substant al 
foundation in fact . As lo~g as these arv~ents do per s ist, 
Profit Sharing will f ace a rough road to travel to gain the 
f , 11 acceptance it seeks . A sincerity of purpo s e , joint 
c oop erat i ve effort s , proper c ommuni cations and ed c a ti. on or 
t h e employe es, are actions referred to in this sec tion t h a t 
• 
are open for manaryement to use to lessen their implications 
in employer-employee relations . More penetrating attention 
will be given to these factors in later sections. 
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IV. THE TREND IN ORGANIZED LABOR ' S ATTITUDE 
A. Traditional Union Atti t.udes: 
In order to more fully realize labor's stand in 
respect to Profit Sharing today, and in order to see how it 
is evolving in a relatively new direction, we must go back to 
investir;ation of lts roots. Before the period when the 
organized labor movement began to make great headway, t h e 
Amer ·can industrial scene passed through an era of grave 
imbro r;lios . Many employers, at that time, were little more 
than self-styled "robber barons." The average worker could 
not earn more money no matter how competent and eff"cient 
he became as i ncentives were all too often rigged a gainst him . 
Th e old-fashioned shell game of "now you see it, now you 
don't" could well describe the piece rate picture of that 
time. The reputation of management in general suffe red; 
its character had been stained. This dubious era tarnished 
labor's opinion of management so severly, ~hat t has 
affe cted its thinking and judeement to this very day. Th s, 
there has been a traditional feeling of suspicion of manage -
ment and its motives underlying whatever attitude labor has 
taken toward Profit Shm~ing over the year • 
In October of 1925 Will.iam Green, then President 
of the American Federation of Labor , expressed this att"tude 
when he said that "Profit Sharing is not advocated in the 
interests of the workers, but to carry out the selfish 
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purposes of the employer.~~~~ He reiterated this feelin 
before the United States Senate in 1939 when he maintained 
that organized labor was not ba sically opposed to the concept 
of Profit Sharing per s e, but "it is opposed to the way in 
which it has developed and operated ." He went on to say 
that 11 i t has created suspicion, distrust, because the v:orkers 
know nothing about the basis upon ~ ich profits are dis-
tributed . If it is to be put into effect in a practic -1 and 
satisfactory way, there is a great need for frankness and 
open dealing between the management of the corporation, and 
the workers themselves ."~~..;~ 
Before the same senate hearing, John L. Lewis, 
then President of the Congress of Industrial Organizations, 
was even more vehement in his denounciation . In his 
testimony he .said: 
Labor's disillusioned experience in re -
~ard to Profit Sharin~ plans had been 
that they have been used as a device to 
avoid payment of an immediate decent 
wage and made labor dependent upon hap-
hazard industrial and financial policies 
of management . Labor cannot eat or live 
on hopes of part icipation in Profit 
Sharin plans . Iramediate higher 
standards of living achieved through 
collective bargaining w5th unions is the 
best guarantee polic y for the continued 
expansion of industrial activity and 
profits for management.~H:·-l~ 
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Earlier, two studies had been published that also shrewdly 
portrayed this adverse attitude of labor . In 1928, 
J. A. Estes in his book "The Labor Problem" contended that 
from the worker's viewpoint Profit Sharing was little more 
than a delusion and, when the y became disappointed , any 
benefits that may have a ccrued for the company, would be 
negated . He went on to say that "the crux of the matter 
seems to be that Profit Shari n g as it is normally conducted 
is economically unsound . It asks work people to share in 
the risks without giving t hem any control Whatever over the 
risks they have to incur ."-l!- In 1908, a book entitled 
"Labor Problems 11 by Thomas S . Adams and Helen L . Summer was 
publi shed . This text was even more critical in its approach 
to Profit Sharing . It emphasi zed that too often anti-labor 
organization was the prevailing management mo tive and that 
the attitude of the union movement necessarily had to be one 
of general h ostility.-lH!-
Although what has been said is , in essence, the 
traditional attitude of organized labor, it is an attitude 
based on an inherent and fundamental distrust of management 
motives . Although the attitude still persists , there is 
increasing evidence that it is slowly, but definitely, under-
go i n g a change that is altering labor ' s stand toward Profit 
Sharing today. 
-lH3 1 pp . 92-93 . 
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B. Current Union Attitudes: 
Union policy today gives the impression that Profit 
Sharing is mainly a matter for the discretion of the local 
union that is concerned . This f act in itself indicates a 
somewhat more favorable disposition toward Profit Sharing 
than in yesteryear . However, as Robert L. Rowe noted in a 
study of this subject, since World War II many plans were 
given whole-hearted union support from their very inception 
and rome plans were even formulated with the aid of 
the union members involved . lie believed that even a more 
frequently found ran e of favorable labor attitudes would be 
forthcoming when companies undertook a full and candid 
discussi on of the plan and its design with the union leaders.* 
In noting the trend toward at least partial acceptance of 
Profit Sharing by organized labor, another study commented 
"the first and potentially by far the most important reason 
is that organized labor , which had damned Profit Sharing as 
an anti - union stratagem since the days of Samuel Gompers , is 
slowly but perceptibly be ginning to ch a.rnpion the idea. Here 
and there local unions have for some time countenanced the 
practice and occasionally even helped management install 
a plan. "-iB~ 
Even some individual labor leaders have tended to 
-i~50 ' p . 576 . 
~H:-49, P • 104 . 
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become enthusiastic over Profit Sharing, although t hey are 
still in the minority~ Joseph Swire , director of the health 
and welfare department of Electrical Workers (CIO) union has 
wholeheartedly endorsed the plan for its flexible ability of 
use s · and believes it cquld well be the answer to the question 
of the Guaranteed Annual Wage . -:;. Alfred Bogaert , chie.f 
steward of the union local at t h e Profit Sharing company, 
Con:nner.cial Steel Treating Corporation, is another who has 
spoken out h i ghly in favor of such plans . ~fuen queried , 
regarding his attitude , he replied : " We like our profit plan 
for two reasons . Fi rst , we like the extra money just like 
anybody ·would . Second , we feel that nobody i s dishing out 
birthday presents . ·vJe are earning that money just · ·a·s much 
as the other guy. •HH~ 
Or "anized labor ' s a ttitude has not been generally 
quite this hospitable , howe ver. 'rhe avera ge view is one of 
a passi ve, nlet 1 s wait and see" nature . This is evidenced by 
a recent AFL-CIO r e ply to a National Industrial Conference 
Board· inquiry. 
The AFL-CIO does not have any policy 
declarations on colle c tive bargaining 
issues, such as Profit Sharing . You will 
find varyin g attitudes on Profit Sharing 
from one uni on to another . Even within 
the same international union you will 
probably find different views among the 
local unions . In general , however , the 
~:-69, p. 6 . 
~H<-32 1 P • 48 . 
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trade union attitude can be described as 
skeptical. A major reason for this 
skepticism is that many, if not most, 
Profit Sharing plans are aimed at 
eliminating union bargaining on wage 
levels. The past history of Profit 
Sharing plans , their usual relation-
ship to paternalism, and the frGQUent 
attempt to use Profit Sharing as a means 
of t~~ing wages out of the area of col-
lective bargaining--all of these help to 
explain the general skepti cal att itude . -::-
From t~s we see that a lingering suspicion still prevails 
somewhat, to this day. Bu.t certain y much of the former 
antipathy toward Profit Sharing has dwindled considerably and 
the opposition to it is a creat deal less s~vere than in the 
past . As one Profi t Sharing arti cle expressed it: "These 
days , unions have very little interest in Profit Sharing--
unless they think employers are using the schemes as a device 
to bust unions or are trying to substitute Prof it Sharing for 
fair wages or working conditions. If an 9mployer pays going 
wages, provides good conditions--and shows profits--then 
that 's all to the good , unions fee l .n-:Hr 
Any discussion dealing with the changing attitude 
of organized labor would be gravely incomplete without the 
attainment of some facts and knowledge on the attitude of 
those unions, union leaders, and union employees of companies 
actually operating under a Profit Sharing system. Certainly, 
if their attitudes ·are materially adverse, the future of 
-::-27, p . 63 . 
~t-~1-39' p . 93. 
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Profit Sharing would be most questionable . 
But, Table I ' fully demonstrates that the unions' 
attitudes have softened to a considerable de gree o ver recent 
years . The survey results pictured there s how that , whereas 
only 8 .4% (12 out of 143) of the companies surveyed reported 
that the union had not recognized the plan, 42% (60 out of 
143) not only recognized the plan but full y approved and 
cooperated with it . This is a substantial proportion--a 
proportion that v.ou l d not have been found existent twenty 
years ago . 
In regard to the attitudes of local union officials, 
Table III shows that in 1947 favorable reaction could be 
found in only 21 . 6 7~ , Ol"' 36 of the companies while 19 . 8 %, or 
33 of the companies reported indifferent or unfavorable 
reactions. However, Table IV evidences that in 1956 sixty-one 
companies, or 70.1% of the surveyed companies reported a 
favorable attitude on the part of those union of:f,'i cials who 
handle neg otiations. This is even more significant vvhen the 
number of indifferent or unfavorable reactions is considered 
to be as relativel¥ low as 11 companies, or 12 . 4 % only . The 
ratio of favorable to unfavorable attitudes has t hus climbed 
from sli ghtly over 1:1 to nearly 6:1 . 
Tables VI and VII demonstrate how the attitudes of 
the indi vidu.a l employees of Profit Sharing compani es have 
been changing . It can be seen from Table VI that in 1947 
favorable employee reactions were uncovered in 25 . 8% or 43 of 
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the companie s surveyed as o pposed to u~avorable or indif-
ferent attitudes in 16 . 7% or 28 of the companies . Table VI I 
shows that in 1956 76.9% or 67 companies reported favorable 
attitudes, whereas only 14. 7% or 13 of the companies questioned 
indicated unfavorable or indifferent attitudes . The ratio. 
of favorable employee attitudes to unfavorable had therefore 
increased from 1.5 ;1 to slightly over 5 :1. 
Significance of this Trend: 
As union development grew out of the era when 
social injustices permeated the industrial scene , it is not 
surprising to dis cover that many of the so-called "old guard" 
still feel that all new efforts of management are selfish, 
self-centered, and anti-labor . No matter how far we have 
progressed in the last half century toward the eradication 
of that dark period that was etched into our industrial 
history, there are some who will continually recollect the 
f ormer injustices of capital and become ant a gonistic toward 
. virtually every manage ment initiated plan . 
Yet, from what has been previous ly said, it is 
evident that, in general, the attitudes of unions, uni on 
leaders, and union employees are changing--perhaps not to 
wholehearted approval and acceptance, but at least partially. 
This is an exce llent sign for the Profi t Sharing partisans. 
It is a significant indicator of possibly much healthier 
Industrial Relations in the future. The usually traditional 
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attitude of labor has soured many attempts at industrial 
peace by causing a pre-j 1dgement of some honest , sincere 
management efforts as camouflaged, sli ght-of-hand, anti-labor 
tactics. But t'l is new trend in organized labor's attitude 
should minimize such an antagonistic approach and shed a 
new ray of hope on the possible compatibility between union 
ideology and the Prof it Sharing concept . 
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TABLE I 
NUMBER Al\m PERCENTAGE DISTRIBUTION COMPANIES HAVING 
LABOR tmiONS , BY TYPES OF PROFIT - SHARI NG PLANS , BY 
TYPES OF LABOR UNION ATTITUDES TOWARD PROFIT- SHARI NG PLAN 
/ Labor Union Attitude s 
Do not Recognize Recogni ze, Re cognize , 
Recognize Unoffic ially But 'rake Approve , 
Type of Plan No Part Cooperate 
-
Number of Companies 
Current Dis tribution 5 12 14 31 
Deferred Distribution 6 "6 25 19 
Combination Plan 1 
--
5 10 
Total 12 18 44 60 
Perc entage Distribution 
Current Distribution 7 . 6 18 . 2 21.2 47 . 0 
Deferred Distribution 10.0 10 .0 41 . 7 31 . 7 
Combination Plan 5 .9 
--
29.4 58 . 8 
Total 8 . 4 1 2 . 6 30 .7 42 . 0 
Other 
4 
4 
1 
9 
6 . 0 
6.6 
5.9 
6 . 3 
Source : Fl ippo, Edwin B. , Pr~it Sharing in Ame rican Bus iness , 1954. p. 166. 
Total 
66 
60 
17 
143 
100 .0 
100.0 
100.0 
100. 0 
en 
0 
• 
TABLE II 
ATTITUDE OF LOCAL UNION OFFICIALS TOWARD PROFIT SH~RING 
Attitude 
i n 
1947 
Deferred 
Distribution 
Pla n 
Current 
Distribution 
Plan 
No . crl ;o No . % I 
Very favorable • • ~•••••••• 5 5 .0 2 2 .9 
Moderately favorably ••••• 20 20.0 9 1 3 . 4 
Not Interested •.••••••••• 15 15 . 0 4 6 . 0 
Suspicious ••••••••••••••• 3 3 . 0 1 1 . 5 
Opposed to • •• •••• •• •••••• 4 4.0 6 9 . 0 
Not a part .of a greement •• 3 3 .0 o. o 
Don 't knovv ••••••••••••••• 4 4 .0 4 6 . 
Have no u nion a greement •• 25 25 .0 26 38 . 8 
No answer •••••• • ••••••••• 21 2L, O 15 22 . 4 
Total • • •••••••••••••••••• 1 00 100.0 67 100.0 
Source : National Industrial Conference Board , Studies 
in personnel Pol icy no . 97 , 1948 . p . 30. 
TABLE III 
A'r'riTUDE OF LOC L UNI ON OFFICIALS TOWARD PROFIT SF..ARING 
Attitude 
in 
1947 
Total 
Profit Sharing 
Companies 
No . % 
Very f avorable ........... 7 
Modera tely favorable ..... 29 
Not intere sted ........... 19 
Suspicious ..... .... ...... 4 
Opp osed to ............... 10 
Not a part of a reement .. 3 
Don't know............ . .. 8 
Have no uni on a greement .. 51 
No answer ••• ~............ 36 
I 
Tot al •••••••••••••••••••• 167 
---,----------------------------------
4 . 2 
1 7 . 4 
11 . 4 
2 . 4 
6 . 0 
1 . 8 
4 . 8 
30 . 5 
21 . 5 
100. 0 
Source : Ad j usted figures based on Table II . 
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TABLE IV 
ATTITUDE OF LOCAL UNION OFF ICIALS TOWARD PROFIT SF~RING 
At t itude 
-n 
Total 
Companies 
No. 
Favorable Reaction 
En thusiastic • •• •••• 15 
Fa vorabl e •••••••••• 44 
Refused to accept 
uriion fixed -
benefit plan ••••••• 2 
Indifferent or 
Unfavorable React ion 
Re gard as par:b 
of wages ••••••••••• 1 
Little interest in . 3 
Asking for union 
pension plan ~ •• • ••• 1 
Hostile •••••••••••• 4 
Suspicious of •••••• 1 
Headquarters of 
union discourage ... 1 
Union leader ' s 
attitude unko~vn •••••• 6 
No repl y ••••••••••••• 9 
Total •••••••••••••••• 87 
17 . 2 
50 . 6 
2.3 
1.1 
3 . 4 
1.1 
4 . 6 
1.1 
1 . 1 
10 . 3 
100. 0 
Current Deferred 
Distribution Distribution 
Plan Plan 
·-----------------
No . 
3 
8 
15 . 8 
42 . 1 
1 5 . 3 
2 10.5 
--
2 10 . 5 
3 15 . 8 
19 100. 0 
No . 
12 
36 
2 
1 
1 
4 
1 
1 
4 
6 
68 
17 . 6 
52 . 9 
1 . 5 
1 . 5 
5 . 9 
1 .5 
1 . 5 
8 . 8 
100. 0 
Source: National Industrial Conference Board , Studies 
in Personnel Policy no . 162 , 1957 . p . 65 . 
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TABLE V 
A'rTITUDE OF UNION EMPLOYEES T OWARD PROFIT SHARING 
Attitude 
in 
1947 
Deferr3d 
Distribution 
Plan 
Current 
Distribution 
Plan 
Very favorable ••••••••••• 
Moderat~ly favorable ••••• 
Not interested ••••••••••• 
Same attitude as others •• 
Unfavorable attitude ••••• 
Have rio uni on agreement •• 
No reply ••••••••••••••••• 
No . 
14 
19 
10 
5 
2 
25 
25 
14 . 0 
19 . 0 
10 . 0 
5.0 
2 . 0 
25 . 0 
25 . 0 
No . 
4 6 . 0 
6 9 . 0 
6 9.0 
1 1 . 5 
4 6 . 0 
27 40 . 2 
19 28.3 
Total •••••••••••••••••••• 100 100.0 67 100.0 
Source : National Industrial Conference Board, Studie s 
in Personnel Policy no . 97, 1948 . p . 29. 
TABLE VI 
ATTITu~E OF UN~ON EMPLOYEES TOWARD PROFIT SHAR ING 
Attitude 
in 
1947 
Very favorable ••••••• •• •• 
Moderately favorable. ·~ ••• 
Not i nterested ••••••• •••• 
Same attitudes as others . 
Unfavorable attitude ••••• 
Have no union agreement •• 
No reply •••••••••••••••• • 
Total ••••••••••••••• ~ •••• 
Total 
Profit Sharing 
Companies 
No . % 
18 
25 
16 
6 
6 
' 52 ' 
44 
167 
10. 8 
15 . 0 
9 . 5 
3 . 6 
3 . 6 
31 .1 
26 . 4 
100. 0 
Source : Adjusted figures based on Table v. 
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TABLE VII 
ATTITUDE OF U1ifiON EMPLOYEES TOWARD PROFIT SHARING 
Attitude 
in 
1956 
Total 
Companies 
No . 
Favorable Reaction 
Enthusiastic ••••••• 28 
Favorable .••••••••• 35 
Refused to accept 
union fixed ..: 
benefit plan ••••••• 
Same as other 
employees •••••••••• 
No complaints •••••• 
Indiffenent or 
Unfavorable Reaction 
Fairly good •••••••• 
Re gard as part 
of wages ••••••••••• 
Mixed readtions •••• 
Not enthusiastic ••• 
Unsatisfactory 
because of low 
profits •••••••••••• 
Some want current 
distribution ••••••• 
Some would prefer 
fixe d-benefit 
pensi on plan ••••••• 
Un i on employees' 
a ttitude unknovm ••••• 
No r e ply ••••••••••••• 
1 
2 
1 
2 
1 
2 
1 
1 
,3 
3 
2 
5 
d 
;o 
32.2 
40 . 2 
1. 1 
2.3 
1.1 
1 .. 1 
2.3 
Total •••••••••••••••• 87 100.0 
Current 
Distribution 
Plan 
No. 
7 
8 
1 
1 
1 
1 
36 . 8 
42.1 
5.3 
19 100. 0 
Deferred 
·Distribution 
Plan 
No. 
21 
27 
1 
2 
1 
1 
2 
1 
3 
3 
1 
5 
30 . 9 
39 . 7 
1 . 5 
2.9 
1 .5 
2.9 
1 . 5 
68 100 .0 
Source: National Industries Conference Board, Studies 
in Personnel Policy no . 162, 1957. p . 64. 
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V. MANAGElv1E:t--rr PROFIT SHARING ATTITUDE 
A. Importance of Att tude : 
The objections of labor toward Profit Sharing and 
their changing attitudes having been analyzed , it is now 
important to this study to discuss the feelings of manag ement 
that are involved . If we are to determine how effective a 
tool Profit Sharing is for Managemen t - Labor Relations, we 
must see 11 why11 management would des ire this system in the 
first place . This wil l reflect their attitude better than 
anything else and the possible compatibility of their 
motives with the desires of l abor certainly wi l l be essential 
to its success . As has been previously noted , some manage -
ments have sought utilizati on of Profit Shari n g solely for 
anti-labor objectives . Such past experience , although 
extremely detrimental to the development of honest, sincere 
Profit Sharing , definitely does not refl ect the normal goals 
of management in this matter . Although t hese objectives 
may diffe r in emphasis from compa ny to company, they do lend 
t hems e lves quite readi l y f or grouping into general cate s ories 
for dj_ s cus sion . 
To investi gate all possible management objectives 
would be in itself the core of an entire study. Many of 
these, however, are not primar y goals but merely supplemental 
by-products of Profit Sharing--such as improved public 
relations, employee thrift , and employee security--and may 
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be omitted from the discussi on . The pertinent goal s can be 
stated as follows : i ncreased productivi t y , wage flexibility, 
improved morale, r eduction in employee turnover , strike pre-
vent ion, and belief in the basic principles of the Profit 
Shar i n g concept . 
B. Mana gement Motivation: 
1 . Increased Productivity: 
As technological improvement pro gresses, a 
rat ional approach to our human resources becomes more i mpera-
tive . The effort of workers is often tied proportionately to 
his fee l ings on what is h a ppeni n g t o him . Without proper 
mot ivation , proper utilization of these human resources is 
h indered great l y . 
Although intangibl e, and not conducive to measure-
ment , the failure to reach and activate the latent s kills 
and abilities of empl oye e s i s a problem of much ma gn i tude . 
It is t h e hope of many Profit Sharing users that this method 
will greatly contribute t o the prevention of this unwise 
dis s ipation b y helping indu s t ry, via the management - labor 
coope rative element of Profit Sharing , to reali ze the max-
imum productive potential of every industrial worker . 
It is in this liGht that manag ement uses Profit 
Sharing a s a provision for effective incentive to increased 
effi ciency and output . As James F . Lincoln , Pre sident of 
Lincoln Electric Company, expressed it : "With a Profit 
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Sharing system, the worker has an interest in h is worlr and in 
the profit tha t t h e item he produces will bring . Thus there 
is increased efficiency, lowe r costs , more profits a nd both 
workers and management bene .fi t. tt·:~ 
Profit Sharing parti sans believe, therefore, that a 
stake in the enterprise and empl oyee cost-consciousness and 
waste-prevention go hand-in-hand. Give labor the former and 
t hey will repay you with development of the latter, sup-
p osedly. 
Lo gren Aircraft of Torrance , California has achieved 
tremendous success in the past by utilizing Profit Sh aring 
with this objective in mind . After they had introduced their 
plan based on the payment of profits before taxes, they con-
tinually emphasi~ed the idea of more take-h ome pay for more 
productivity. The company experienced increased produc tivity 
almost overni ght and , s o mutually rewarding and acceptable 
d id it become, that the employees be gan referi' ing to their 
plan as 11 Christmas four times a year. 11 -lH~ 
Thi s same result has been attested to by other 
companies over the years . The management of the Commercial 
Steel Treating Corporation reported in 1951 that, since the 
intro duction of their Profit Sharin6 plan in 1947, production 
output per hour had nearly doubled.-lHH:· In discussing thi s 
-l!-12, p . 1565 . 
-lH!·4 8 , P • 163 . 
~i-~i-~(32, p . 14 . 
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enviable result, Lucas s. I\IIiel, President of that Detroit, 
Michigan firm at the time, commented: "While we know that 
some of this lncrease in productivity is the result of 
J 
increased efficiency of equipment, we likewise know the major 
part of it is increased efficiency of our workin . f orce wh ich 
in turn was the result of the incentive created by our current 
Profit Sharing plan." He also expressed what he considered 
to be the underlying reason for the attainment of such 
benefits when he said: "We are all in business to gether . 
All have a personal incentive to make it prosper. We realize 
that we are a team, each of wh ich is dependent upon all t h e 
others --not just individuals trying to get as much as 
possible f or as little as possible . " -l~ 
Shaeffer Pen Company is an excellent example of 
h ow even some large firms have claimed success in the use of 
Profit Sharing as a production incentive . "Share profits 
and increase output is now well established as an axiom for 
many an American industry," says VIal ter A. Shaeffer II . -lHl-
In fact, so successful has their plan been at times , they 
have paid as much as f:tfty per cent of some employees' 
earnin s via Profit Sharing . 
Management's Profit Sharing disciples determinedly 
hold, therefore, that labor must not be an antagonist-, - ~ut a 
-la2, p . 1565. 
-lH:·35, p • 30. 
58. 
partner in a common searching for hi gher productivity. 
Profit Sharing , they affi.rm , is a construe ti ve means of 
obtaining this production to getherness . The concept of part-
nership will not only recognize the ri ~hts of labor and of 
management, but will even give this increased productivity 
goal a place of di gnity and not a point of c ontention as 
would unrequited production s peed-up . So convinced are they 
of the production benefit.s accruable , that J . B. Meier, an 
executive secretary of the Council of Profit Shar i n g 
Industries , once reported that Praf it Sharing companie s con-
sidered their workers to be " the most hie;hly efficient and 
cooperative in the country."* 
2 . Wa g e Flexibility: 
This objective of wap;e f lexibilit'Y is comparatively 
new to management in relation to the others . The g eneral 
desire involved here is to ti e the overal employee remuner-
ation, at least to a de gree, to the fluctuation of business 
and the v i cissitudes of our economy. Some managements desire 
to avoid if po ssible , ri .id, strict wage scales . This they 
feel is detrimental to their ability to pay as they may 
become financially strapped dur>ing low income periods . 
However , via Profit Sharing , the employees' total 
remunerati on can be increased durin _. periods of company 
prosperity and reduced during periods of low profits . That 
.,;-38, p . 87 . 
.· 59 . 
is, the rise and fall of profits vvill have an accompanying 
r eaction in the wages of labor. 'l1hu s , by supplementing the 
basic wage with a Profit Sharing plan , the company's wag e 
structure is believed t o be aligned wi th their ability to 
pay. Labor can then automat ically share in increased profits 
without the usual hassle involved in wa ge increase demands 
and manag emen t won't have to contend wi t h relatively permanent 
labor costs when profits go downward . 
Proponents of this type of arrangement feel that 
t h e workers can gain much and can lose nothing . Even the 
e conomy as a whole mi ght someday gain the element of 
fle xibility and an incentive to adaption that they fee l it 
needs in place of continua l a d j u stments in wa es . The wag e 
demand issues and labor unPest of the past decad e might then 
b e overcome . 
3 . Improved Morale : 
Profit Sharing users hope by instal l ing a coopera-
tive spirit in their employe e s , and emphasizing t he benefits 
obtainable from teamwork , the overall level of morale will 
be promoted . They maintain that t h is wuuld not be an attempt 
to circumvent the loyalty of the employee to h is union, but 
rather an att empt to develop a mutually beneficial loyalty 
to the company . Make the worker a real part of the game of 
profits by puttin.z him on the same team with eiJeryone else 
and management can then better establ ish in h is mind the 
desirability of working for their company. Loyalty, high 
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morale, and a co op r-ative att " tude can then ensue . A 1\l"ational 
Industrial Conference Board survey of 199 Profit Sharing 
companies in 1956 reported that only 9 . 5 % of those companies 
had obtained little succ ess with their plan when used 
as a means of ir:· .)rovinrr morale . ~~ 
4 . Reduction in Labor Turnover: 
Labor turnover is lnquesti onably of s reat concern 
to the empl oyer , especially when the labor market is on the 
tic:-ht side . r~abor turnover is then even more expensive . It 
costs many dollars to secure and train e very new \'10 rker and 
the firm can lose money needlessly throu gh the wast~, spoilage, 
a nd inefficiency of an inexperienced work f orce. 
A University of Chica go s urvey in 1953 showed that 
the greatest pei•centag e of "quit s" was attributable to poor 
pay opportunities and to insufficient pay for the job 
currently beins d one . ~:* The results of this surve y are as 
fol lows: 
Reason f or Q;uittin~ 
Low Wae;es 
No Chance for Promotion 
Better tTOb in View 
To Return . to School 
Poor Supervision 
v·ork Un suited 
~<-27' p . 54 . 
~H<-34, P• 12 • 
to Abil " ty 
Percentage Per Cent 
Respondin~ bl Group of Total 
Retail Clerical Mfg. 
42 . 9 21 . 6 28 . 8 31 . 1 
25 . 6 25 . 4 35 .1 28 . 7 
22 . 4 1 9 . 3 24.3 22 . 0 
7 . 1 8 .5 30 . 6 15.4 
1 9 . 8 6 . 2 11 . 7 1 2 . 6 
9 . 6 12.3 14 . 4 12 . 1 
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Therefore , with a realization that hi gh wages and 
incentives are still not totally c apab l e of deterring the 
worker from leaving his employer , some companies have turned 
to the idea of sharing the profits as the p ossible stimu lant 
for retaining t he ir work f orce . Permanence of employment 
ce r tainly is necessary if t he work force is to acc rue increased 
aptitude and experience and know-how . Th at some compan i es 
have achieved success in t hi s vein is in evidence in the 
Joslyn Manufacturing and Supply Company of Chicago , Ill inoi s . 
As an executive of that concern co mmented : " The plan has 
decidedly decreased turnover, i ncrea s ed e ff icienc y , and 
inc r eased the loyalty and appr e ciation of tte emplo yees . vVe 
are convinc ed that we have made more pe r dollar of investment 
t han we could have without the p lan . n.;:-
5 . Strike Prevent ion: 
General R. Wood, President of Sears, Roebuck and 
Company at the time, once said : " We b eli e ve that a succes sfu l 
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Profit Sharing plan does increase the employee ' s responsibility, 
it he l p s to avoid labor unrest and strikes , and give the 
empl oyee a feeling of greater security and unity of i nterest • 11 -lH<-
Strikes are naturally costly to both the tool owne rs and the 
tool users . Prevent ion of them woul d be a much desired in-
dustrial asset . Profit Sharin£; , i t i s hoped, will faci l itate 
a worker's understanding of what h e is doing and why, where 
.;a2, p . 1565 . 
-lHa2 , p . 1565 
he fits into the company's picture, and just what the company 
is doing and why . Fear and distrust might then be removed 
and an honest , intelligent approach to problem-solving mi c;ht 
be att r ined . The worker's propensity to strike should then 
be effectively minimized . 
6 8 Belief in the Basic Principles: 
In addition to the hard-fast practical objectives of 
Profit S~narers, some employers have actually ins talled the 
system because of their belief in its underlying philosophy 
and basic principles . Of cours e , such altruistic reasons are 
not as p redominant an objective as many would like the public 
to believe, but such a motivation has been the key stimulant 
for some employers . The des i re to harmonize the selfish 
interests of management, labor, and capital in the quest for 
profit , a reco gnition of the other side in production as 
being a friend and n ot an enemy, a belief that the Profit 
Sharing philosophy respects the importance of the human 
personality and contributes to the development of human 
dignity--have all stirred some employers to adopt plans f or 
their companies just as have the more pragmatical objectives 
motivated others . 
c. Evaluation of Mm agement ' s Motives: 
The goal of increased productivity certainly is a 
logical management desire. They h ope that by connecting 
the employee with the welfare of the company as indicated by 
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its profits , employee self-discipline i'ill be fostered, less 
was~incurred, operating costs reduced, and greater pro-
ductivity enhanced. That this goal is possible is acknow-
ledged; that many companies have enjoyed success here is a 
proven fact . However, on the whole, most critics do not 
feel that Profit Sharing has really increased efficie~cy to 
any great de gree . It was once remarked that , "Profit 
Sharing may appeal to t he gambling instinct of some wa ge 
earners, but there is no considerable body of evidence that 
it h as any more effect in inciting them to {Zreater effort 
t han woul d a lottery ticket."* 
Man y companies who claim success with Profit 
Sharing as a production incentive sh ould not tend, ~s they 
frequently seem to do, to slight as major causes of produc-
tivity increases normal technological pro8ress and production 
technique improvements that come from experience . The 
sharing-the-profits idea is probably a factoP, but the dan;~er 
of overemphasis by employePs who are perhaps vociferous 
Profit Sharing movement evangelists must be watched for a~d 
taken into consideration. 
Profit Sharing also violates t wo cardinal points 
in the principle of incentive motivation . First , added 
income shou l d be directly related to the employee's efforts 
and recognized by him as such . Second, to have maximum stim-
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ul~tion, it should be rec eived at the point of earning . There 
·are so many factors that enter into a company's overall produc-
tion and profit that the individual employee's effort may not 
be easily discernible. The worker himself may not be able to 
notice any direct relationship whatever with his own enere;ie s 
and an improved profit picture . In addition, as profits 
a ccrued can only be k nown after certain periods of time, such 
as quarterly or ye~rly, the employee probably won't receive 
his share for a long time after he earned it and his actual 
effort h as been exerted . 
Frequentl y the situation may also arise where a 
factory can be operat ing at full capacity and the work force 
is puttins forward top effort, but the production is being 
stored in anticipation of a specific market requirement or 
for seasonal demand. Thus, t he product may not be s old for 
some time . As no profits would b e accrued yet, the benefits 
obtainable from the next Prof i t Sharing payment may be nil . 
Vfuen the later payment is made , t oo much t ime will have 
elapsed and t h e beneficial effe cts will be minimized greatly. 
Also, uncertainty of the size of the payment, and 
especially small dol lar amounts of payment, will not serve 
to effectively induce the wo rkers . It is also extre mely 
difficult to measure, ~rvith any de gree of . accuracy, work 
requi ring judgement, decision, and mental effort , as collated 
a r,ain st work of a s olely manual and repetitious nature . 
Profit Sh m"ing , therefore, may lead to a direct 
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increase in productivity for some companies, but generally 
spea,king it is questionable. As have just b e en noted , an 
abu ndance of obstacles can arise to prevent atta i nment of 
this objective . As.one 1957 commentary on this matter 
observed: "Advocates of Profit Sh aring usually make much of 
the increased productivity to be gained from stimulating 
worker incentive . Few executi ges, however, can definitely 
say that productivity i n their companies has been increased 
by Profit Sharing . n-:~ 
The objective of a fl exible wage structure is 
considered to be a most di$criminating alternative to a 
scheme of increasing wages . However , one cannot avoid 
wondering how a 11 fair 11 share of profits in this case can b e 
determined when even today difficulty is still encountered in 
establishing a "fair" wage . It should also be noted that if 
a Profit Sharing plan were formulated to serve this objective 
spec fically, and wag es we r e a d justed in thj_s manner, then 
t he plan ~o uld n o t complet e l y f ulf ill the requirements 
established by the Profit Sharing definition given e a rli e r. 
A student of Profit Sharing would then have to ask : Is such 
a plan reall Profit Sharing? 
As a morale improvement factor, Profit Sharing can 
possibly achieve it s greatest success . If employer-employee 
relations are g ood and wages are highly equitable, such a 
-li-52, p p . 31-32. 
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plan will, in a sense, add frostinG to the company cake . 
Yet , the fact that such a plan could have reverse effects on 
employee morale must not b e ove rlooked . As readily as a 
smooth functioning plan can lift morale , so can a p oor one 
act to depress it . If it lacks continuity, if employees 
have a poor understanding of the how and why of profits, the 
Profit Sharing concept, and t heir own particular p lan, if 
· payments are low or some periods are even missed--morale, no 
matter how hi gh a level had been r e ached, may drop below even 
the plane of pre-Profit Sharing days . 
As has been previously sho~n, the impact of labor 
turnover is a vital one . Zmployers who have attained success 
in minimizing this adversity via Profit Sharing are not as 
plentiful as might be expected, however . A survey of this 
p roblem by the National Industrial Conferenc e Board in 1956 
r e vealed that nearly 23 ~ of the companies reporte d no success 
with Profit Sharing in reducing turnover . * Certainly Profit 
Sharing hasn 't appeared to make short-term employees more y 
stable job-wise . However , the long-term class of labor should 
be more stabilized and their de gree of mobility reduced when 
they are established in a company wh ose plan has been success -
ful and beneficial to its workers . Yet, such reduction in 
mobility might bring the wrath of some of the more militant 
typ e s of unions as a curtailment on labor's i'reedom. · 
-l~·27, p . 54 . 
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As such unions are constantly endeavorin g to undermine any 
prestig e management may acquire with their plan , they will 
tend to claim that such an object ive strangle-holds the wo rker 
by placing a fear of loss of pa~aents or accumulated funds 
over his head . 
Although many companies have endured fewer strikes 
after instituting Profit Sharing and Profit Sharing is iven 
the credit for this by the employers, it is doubtful that 
their plans have b een the total reason for the improved situ-
ation. Profit Sharin g can impPove the relations and lessen 
the desire to strike, but not to the extent that is often 
claimed . Such plans are not cur e-alls and can't revitalize 
industrial situations wlth a solo effprt. It i s far more 
likely that the Profit Sharing initiation was a s~abol of 
already improved employe r-employee relations. It would t hen" 
help to foster a continuance of this relationship a nd, a 
heal thy atmosphere having be en created,, there pl"'obably existed 
no need to strike. Therefore, Profit Sharing's contribution 
was indirect and not a direct reason. 
This is further seen in the fact that benefits 
under Profit Sharing plans are usually always acquired on the 
basis of continual employment . When the continui t y is severed, 
the employee often must revert to the point of beg inning . 
However , in re gards to the strike-caused discontinuance of 
the employment chain, the forego i n g may be quite different . 
The National Labor Relations Act asserts that "legal 11 
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strikers are still tec~~ically empl oyees of the affected 
company., Thus, if in full accordance with the union contract, 
employees strike le gally in nature, purpose, and method, the 
continuous service requirement for Profit Sharing is not 
abridged . This is based on the board's decision in Republic 
Steel Corporation versus the National Labor Relations Board 
in 1940. From a strictly techni cal point of view, Profit 
Sharing is not an impasse to workers desiring to go out on a 
j ust ifiable strike and such plans will not directly prevent 
this from happening . 
Through an analysis of the reasons why some sincere 
managements have turned to Profit Sharing there can be fo~md 
no alterior motives that are detrimental to organized labor 
itself. Their goals are logical , sound, business-like desires 
which, if achieved, may serve labor as well as themselves . 
Yet , all too f·requently companies have failed to reap the 
benefits sought to the extent desired. Some companies have 
been highly successful and these firms have been enjoyin a 
relatively hi gh level of healthy Industrial Relations . An 
answer f or the question why others have failed t o find Profit 
Shar:i.ng such a useful Management-Labor Relations tool and what 
factors may aid in a greater percentage of future success s hall 
be sought in the following sections. 
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VI. ROAD TO INDUSTRIAL RELATIONS SUCCESS VIA PROFIT SHARING 
A. Objectives to be Avoided: 
Through the study of union claims a gainst Profit 
Sharing , several undesirable objectiy,es of manag ement were 
pointed out carefully. These, though, are not the only 
motivating factors that have sta ined the Profit Sh aring 
pi c ture and hindered its future p rogress and success. There 
exists today two vital reasons underlying utilization of 
this way of doing business , which, although not of direct 
consequence to the unions involved, are still inproper 
objectives that serve as pitfalls on its road toward 
achievi n g success as an Industri al Relations tool . These are 
nruaely--operatin a Profit Sharing pro gram merely for the 
tax benefits involved and initiation of plans only for 
mana gement at the exclusion of the rank and file workers . 
Although it seems ill-advised, numerous companies 
h ave established their plans so l ely for the purpose of 
gaining tax avoidance . To obtai n the Treasury- qualified 
status necessary for the tax pri vileges, three relatively 
simple basic requirements nee d be met . The first is perman-
ency. Th e plan must no t be subject to dissolution except 
by business necessity. · The second is that it must be non-
refundable . The company must not redeem dollars paid-in . 
Th ird, it must be of a non-discriminatory nature . That is, 
it cannot arbitrarily favor specific individuals . 
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Naturally there are a myriad of technical , le galistic require-
ments , but the se are a broad, fundamental criteria for receiving 
the tax gains . Certainly these requirements are not insur-
mountable obstacles and companies can easily construct their 
plans to f it into this status . 
After being granted approval by the Internal Revenue , 
the companies can charg e Profit Sharing payments to operatin 
cos ts whi cl1 are deductible for income tax purposes . Certainly 
such a benefit in these times of hi p;h federal income taxes 
and excess profits tax have served to provide a stimulus to 
Profit Sharing that mi e;ht not have occurred otherwise. As 
one important study of this fact stated: "The spread of 
Profit Sharin~ plans and the increased distribution nder 
them in prosperous times suppoDt the notion that there is an 
- ' 
element of tax avoidance in Profit Sharing . "* 
This tax benefit i s certainly a logical motive for 
mana ~ement to have in formulating a plan , but it is not of 
such a nature that it can be t he ir only one or even the most 
vital one . The advantages of such plans , the rewards possible 
from their success are lost i f a sincere effort is not 
d irectly made to e;a:i.n them. Favorable tax implications in-
volved in Profit Sharing cannot be allowed to become an 
objective that supersedes the economic and social ones . The 
former benefit is secondary to improved morale and efficiency, 
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for example , and a s a motivating fac tor for managements 
comPemplating Profit Sharing it must be rele gated to that 
position. 
If the work force assumes manag ement to hav e a 
purely selfish motive in mind, they cannot be expected to 
r eac t favorably in attitude or performance . Any possible 
cooperative atmosphere will evaporate and employer-employee 
relations will suffer. Yet , even though this dan~er exists 
from overemphasizing tax benefi ts, many companies install 
plans mainly with this motivation . Re cognizine the fallacy 
involved in this , an industrial consultant a few years a go 
speculated that, if t he federal government made Profit 
Sharing plans taxable, half of all existing p lans would have 
to be dropped . * The objective of tax avoidance only i s 
most dubious, therefore , and to be perfectly acceptable i t 
mus t be secondary to other mo tives in i mportance and 
emphasis . 
A great many Profit Sha~ing plans als o are restricte d 
to manageme . • t p ersonnel only . In a 1945 s t dy by Industrial 
Re l ations Counselors , Incorporated , it was stated t hat "by 
its intrinsic nature Profit Sharing doe s not cor~end itself 
to wage earners . "->:-il- Frequently t h is is sus r;e ted on the bas i s 
that only they h ave the knowledg e and ab i lity to understand 
~~4° p 14.3 ~'-"'-..,.. "" p• 21>-- . 
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and appreciate this ·way of doinz business . It is contended 
tllat the concept itself, as wel l as the plans , are too complex 
and far-reachinG in scope to be comprehended by the averag e 
worke r arid their proper impact would be lost . A plan that vvas 
limited in coverage wuld enable distribution of larg er pay-
ments, also , to those individuals who would respond most 
effectively. 
Another basis for these restictive type plans is 
fov.nd in the argument that only key manae;e rial personnel make 
the decisions and perform duti e s that have the s reatest 
effect on profit levels and, as such, only they should reap 
the rewards of an improved profit picture. As one Prof' ' t 
Sharin~ study exp ressed the reason f'or limited covera ~e in 
plans , 11 the effectiveness of Profi.t Sharinr; as an instrument 
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..Lor profit making is e;reatest among hi <h officers and small 
g roups . It is a particularly a ppropriate method o compen-
sating those occupying administrative or managerial positions ." ~~ 
Yet , s~ch plamviolat e the true concept of Prof'it 
Sharing as c an be seen i n its d ef'inition . As was noted in 
the Intro duction, it is essential that the procedure be f'or 
the benefit of all the employees . Any plan which does not pay 
heed to this f'actor is not appropriately true Profit Sharin • 
Profit Sharing only for the managerial personnel 
may not dampen employee relations within the company b t it 
-l~6, p . 212 . 
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is doubtful . To sp1r one s e gment of the organization to 
.-,r ea ter efi.'ort could conversely result in reduced endeavor 
by the other segment . If true , the company plan C01 1. J_d easily 
result in a loss of incent ive benefits and a harmful lowering 
of the level of overall morale. Employees are fur t her apt 
to resent such mana .erial plans as discriminatory and this 
effect on the relations within the company would be potent . 
Another source of friction will have been created and Profit 
Sharing t s potentiality as a harmonizer of Industrial Relations 
wi ll h ave been cast aside . 
These two obj ectives, although not ant i - labor in 
batu re, can have just as strin~ent effect on the industrial 
situation as wo u ld ot:_ers that are . They are an impasse 
to the future development of the Profit Sharing movement and 
must be minimized as much as possible,. Human nature being 
what it is , the executive wan tint_; to initiate or caPry on a 
Profit Sharing plan, even i f hi s motives are sincerely and 
purely hwnani tarian, will often encounter al1ll. .antagonistic 
attitude from labor . Matters are only made more difficult 
wh en self-centered motives become paramount for they merely 
contribute fuel to feed the burning element of suspicion. 
B. Sincerity of Purpose : 
Profit Sharing is a method of doing business that 
obvio 1s ly h a s inherent ability to produce great effects on 
the delicate balance s involved in human relations . s such, 
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•t certainly shou l d never be undertaken or even contemplated 
with out a deeply enti•enched sincerity of purpose. Mana )ement 
must firmly believe that they are about to embark on an 
activity possessinr; much possible b enefit to their vmrk force . 
They must , t herefore, undertake it f or such a determined pur-
pose and not for any underhe.nd e d , hidden , selfish intentions . 
They must fully obtain the belief of the wo rke r 
that h e is a participating member of the industrial team. 
Nanag ement can do that only i f they themselves firmly believe 
that the worker is . I f mana?;emen t doesn ' t b.elive i t , the 
worker won ' t either . Absence of sincerity of purpose will 
eventually be d · scernible by the employee and will re s ult in 
~reat harm to the plan and t he emp loyer- empl oyee relations of 
the company. When it is devoi d of ma t ure, purposeful inten-
tions of management , Profit Sharing can quite e~sily revert 
from its intended direc t ion and be come an unwanted industrial 
antagonizer . 
The Profit Sharing plan at the American Velvet 
Company is often referred to as one of the most su cce s sful of 
its kind . Behind it there is a complete spirit of cooperation 
and mana~ement~labor understandin8 • According to c. A. 
Wimpfeimer , it s President, the crux of their sound Industrial 
Relat i ons i s sincerity of purpose and a mutual confidenc e of 
manag ement and labor in each one ' s own motives, goals, and 
abilities . He feels this is most hi ghly in evidence vinen he 
views the rewards this atti t ude has brousht through their 
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part i cular Profit Sharing plan . At the 3rd Annual Conference 
of the Council of Profit Shari n g Industries he said : 11 We 
feel that s i ncerity of purpose b y both labor and management 
is behind this success . Profit Sharing nmst give t he worker 
a vested interest in production , a just reward for increased 
effort . Thatts the purpo se . But it must be sincere . u-::-
One of the basic Profit Sharine principles of the 
Council of Profit Sharing Industr ies is that : 
No policy or plan in the industrial re -
lations field can suc c eed unless it is 
well adapted and unless · it has behind it 
the sincere desire of management to be 
fair and the faith of manag ement in the 
importance , di gnitY,, and response of the 
human individual . ~~:-
It can be said of course that a sincerity of pu r -
pose on the part of management may never have a definitely 
positiye effect on the success of Profit Sh a r ing , it mi ght 
not aid employer- employee relations outri r,ht , but a lack of 
it will be a direct neg ative effect-- not only on the future 
of the plan but on the relations as well . A potential 
Industrial Relations tool without a sincerity of purpose is 
somewhat like a bribe - -void of-basic sound principles it 
assu.mes the air o.f being little more than deceit . 
c. Necessity of Pre-Profit Sharing ~eace : 
11 It would be neither wise nor profitable to offer 
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Profit Sh aring in an atmosphere of hosti lity, a gainst a pattern 
of maneuvering for advantage over an opponent~" said Stran e 
J. Palmer, Personnel Director of the Porter Cable Company.~~ 
Yet, this is what many companies have done in the past.. They 
have inserted Profit Sharing plans in an attempt to solve most 
of their problems. They have hoped that this system would · be 
a patented cure-all medicine, a panacea. 
Profit Sharing may b e a good manag ement tool, but 
it is not a substitute for g ood management. · 'Jlhe manag ement 
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must insure that a good healthy climate exists when it estab-
lishes their plan. Employe es must already have a substantial 
de ~ree of mutual respect and confidence in the mana ement 
personnel of the company . If , however , the climate .of relations 
is poor, Profit Sharing will not make them appreciably better . 
It can't do the job alone . But, when the tensions are 
removed, antagonisms and mistrust dissolved , then a soil ripe 
for planting the Profit Sharing seed is unearthed . The bene -
fit of Profit Sharing as an Industrial Relations tool is that 
it will foster the continuance of a peaceful a tmosphere , but 
it won ' t directly create one out of an unhealthy situation •. 
It may bring employee loyalty, cooperation, and improved 
morale--alone it may buy only indifference, suspicion, or 
even outright a gitation. 
Achieving sound Industrial Relat-ions is not a one-
-l:-21~ p . 41 . 
shot affair . If you have them, you can lose them. They are 
not absolute --only relative. It is a continual effort and 
this is where Profit Sharing's role enters the picture . Its 
value is only as a fact ion in an oyerall comprehensive person-
nel program . It is a segment at the end rather than the 
beginning of a program desi gned to gain industrial peace. 
It is one of the last steps to be taken, not the first . In-
dustrial peace is more than just a product of additi onal com-
pensation . Once ~ood will has been built, Profit Sharing will 
finish the · structure . It is, therefore, a re cognitj_on that 
it exists; it is a means of sustaining its existence; •t 
will not of . itself achieve it . 
D. Com atibility of Management Motives and Labor Claims : 
As has been noted throughout t h s study, labor is 
usually dubious and s uspicious of mana8ement 1 s motives. It 
is almost as if by nature the y have inherited a continuing 
distrust of the manag ement group . This heritage of disheart -
ening attitudes has led many to stereotype management as 
selfish, heartless , and devious .. This attitude was further 
perpetuated by managements with anti~labor Profit Sharing 
objectives . However , we have s een how more sincere and 
purposeful motives of honest employers have been stimulating 
a slow evolution of l ab or's attitude toward Profit Sharing · 
to one of' at least partial approval and acceptance . Antag-
onism and fear are being overcome. The obJectives of 
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manae ement via Profit Sharing today are nearly always as 
beneficial to the well -being of the employee as to the employer . 
The desire most often found now is to improve moral e not under-
mine loyalty to a union, to increase productivity and s hare 
the rewards and not force an unrewarding speed-up. With a 
sincerity of purpose behind it, mutual respect and cooperation 
guiding it, Profit Sharing s hould be of much value as an 
Industrial Relations tool. 
The basic drives of management --des ire for earnings 
and. dividends --and labor--full emplo~nent and hi gh wages --
are not ends inconsistent with one a nother. The profit 
motives ~nd the belief in the fully developed worke r are 
not wholly incompatible . Union ideology and ? rofit Sharing , 
as we h ave seen bef ore in this study, can exist side by side. 
VII . COMMUNICATION AND EDUCATION 
OF EMPLOYEES 
A. Importance of Communication and Education: 
Success with Profit Sharing is not solely dependent 
on t h e dollars involved , but is equally dependent on the 
climate in which it is functioning . In order for it to have 
a maximum impact on the employer- employee relations of a 
company there must be a clear understanding and appreciation 
of all the e mploye e s in re gard to i ts objec t ives. They must 
have confidence in mana gement for, if there is a lack of 
s u ch confidence, possibilities of mi sunderstanding become 
more prevalent and will adversely affect employer- employee 
relations . Employees also must have developed within them a 
sense of responsibility and a real i zation that the succes s 
of the plan depends on their actions and ener gies as well as 
on management's . Understandine; , appreciation , confidence, 
and a sense of responsibility are not created simply t hrough 
the establishment of a Profit Sharing plan . They must be 
cul t ivated and sustained . Proper cotlli~unication and education 
are the best means possible . 
Communication and educ ation are, therefo re, the 
Profit Sharing salesmen of the company. They must se l l the 
plan from the days of its inception and continually sell it. 
However, their job is not an easy one because their product 
is relatively new, untested , and complex in the eyes of the 
employees- - the buyers of the plan. Labor, as we ' ve seen , has 
so. 
an in-born suspicion of management plans. By their nature, 
Profi t Sharine plans do not readily lend themselves to 
simple explanation. 11 Selling 11 under such conditions is not 
a n easy assi gnment, but it must be done. And it must be 
done with thought and care if the company is to receive its 
intended rewards . 
Throughout this thesis countless instances have 
been cited, and later others will be cited, where imbro glios, 
problems, and even failures could have been averted if the 
employees had more knowledge about the working s of their plan 
and a fuller sense of appreciation of the true meaning of 
the concept . 
Many companies exclude the rank and file from. 
?refit Sh aring because of a b e lief they lack the ability to 
understand its implications . By constantly educating them, 
h owever, their comprehension and appreciation may become as 
keen as that of management. 
It has been contended that, after having several 
years experience w.Lth Profit Sharing, employees will begin 
to re gard the payments as part of their re gular wages . 
'rhey'll even have it mentally spent ahead of time and, if 
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they fail to receive it or it is reduced , they will blame 
mana g ement and become highly discontented. The ro le of manage-
ment communications is no more emphaticall y demonstrated than 
in times of "loss periods . " We have briefly mentioned earlier 
how such periods havG undermined plans and widened the gap 
between employer and employee and detai led attention will be 
further given this phase in the next section. Howe ver , it 
should be noted here that evidence does exist that through 
educational campaigns on how their plan works, their own 
individual part in it, and the general effects external 
business conditions may have, the feelings of emplo yees have 
been changed from indifference to interest . Thus, having the 
proper backPround traininc, e mployees may often cooperate and 
endeavor to overcome the deficit and even perform more effi-
ciently than if proper payments had been received . 
Frequently this same mental association of Profit 
Sharing payments and reifular pay has led to a consideration 
by employees that the payment is a . ratuitous gift and not 
the result of their own energies. Thus it is of extreme 
importance to convince him i.ria education that there is a 
direct relationship between their efforts and their profit 
share . Then Profit Sharing can be better viewed, not as an 
avenue .for the benevolence or paternalism of the comp any, but 
as the e arned result of employee effort and efficiency. 
A proper program of c ommunication and education 
would also be a two-way proposition . ~nen the employees 
obtain an educated approach to Profit Sharing their interest 
in it should then be heightened. With a greater interest 
cultivated they may be eager to lend suggestions as to how 
profits or the p lan may be improved. Management should 
have an open-ear to these opinions of their work f orce . 
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If management and l ::.bor discuss these things openly and from 
a practical , intellige n t viewpoint , Profit Sharing then would 
be an improved means for breeding teamwork and cooperation . 
The idea of mutual interest and cooperation is not just an end 
to be sought - -it is paradoxically its own means to this end . 
Th is is the very essenc e of a speech made by Herbert F . Johnson, 
President of s . C. Johns on and Son , Incorporated , before th~ 
6th Annual Conference of t he Cou ncil of Profit Sharing Indus -
tries and he su~ned this up when he said : 
We do not expe"c t cooperation , teamwork, 
and harmony \rlthout working for them- -
they do not come spontaneously . An 
adequate system of 2 way communications 
to maintain employee interest is essen-
tial to any Profit Sharing scheme. If 
this is achieved, t hen Profit Sharing 
wi ll truly work , as the catalyst it 
really is, to accomplish the results we 
wish and hope f or . * 
3 . Information that is Required : 
Basically . the information that should be i mparted 
to the worker should be based on the nature of the Profit 
0 h aring concept and the working s and effects of their own 
particu lar plan . The workers must be given an appreciation 
of the concept as wel l as their own plan . r.rhe relationship 
of individu al effort to profitableness and how the nation's 
economic situation can co l or the company's economic picture 
~:-12, p . 6550 . 
must be conveyed . It is equally important for the worker to 
know the nature of what he i s receiving--namely profits them-
selves . Interest should be stimulated and a philosophy o.f 
cooperation and partnership preached . The use of Profit 
Sharing is also a timely "excuse" for explai ning our profit 
and loss economy to the worker. And , of course , t he worker 
must be continuall y kept informed of the status of hi s 
company's plan, his status i n it , and the advanta e;e s and 
benefits that are beins accumulated . 
The purpose fo r all this is the belief that the 
better the employee understands the broad concepts , the better 
he'll understand Profit Sharing and his own particular plan . 
The better he then understands the wo r kings of these, the 
better he will accept, cooperate, and work toward their 
suc cess . 
It can be said, therefore, that a comprehensive 
educational program and a tvw-way cor{IJnunications system must 
be pursued . It is essential if Profit Sharing is to be 
truly effective and the .employer 1 s h opes of r eceiving an 
adequate retu rn on h is investment --a part of his profits into 
. the human factor--are to be fulfilled . 'rhe absence oi' failure 
of educational pro gramming will only result in "eventual apathy 
and disappointment of the employees toward the Profit Sharing 
plan . Th:l.s e ducational crusade a lso cannot be exh a us t ed in 
the uballyhoo" accompanying t h e installation s ta ,se . It must 
be sustained t h ro ghout . 
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c. Profit Shar n g Education Methods : 
Accepting the fact that the employees of' a Profit 
Sharing company should be continually educated and informed , 
the question naturally arises as to what methods possibly 
are available for an employer to use. If the information is 
not disseminated , or is improperly done , then the p l an could 
someday burst and tear the Ind s trial Relations to shreds . 
The results of one survey that is representative of' the 
various media of Profit Sharing communication in use today 
can be seen in Table VIII . 
Individual status reports or statements to emp loyees 
appears to be the most popular me thod . Other most commonly 
used media are roup meetings, lette rs from the company 
president, and ma gazine or ne wspaper articles . It should be 
no ted, however , that there is no one educational t e c hnique 
that more t han 50~; of' the companies utilize .. The fact that 
less t h an one half of the cooperating companies used any one 
of the media is disheartenin~ . If all the companie s utilizing 
Profit Sharing believed that corrum.mications play a vi tal r•ole 
in creatint:S and maintainine sat·sfactory employee interest 
and att~tude , then surely some common avenues of approach 
would have evolved . 
Other methods open f or use, t h ough n ot specifically 
mentioned in Tab l e VIII, are h andbooks, bu.lletin boards , 
zeneral financial stat ements, and charts and other graphic 
material . It is also often recommended that annual statements 
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TABLE VIII 
NUMBER AND PERCENTAGF. DI STRIBUTION OP PROFIT-SHARING PLANS, BY 'I'YPE OF PLI\.N , BY 
TYPES OP EDUCATI ONAL 'rECHrH QTJES USED 'rO MAIN'rAIN EiiiPLOYEE INTEREST IN THE PLAN 
Type or Educational Technique Us ed 
Type Held Company Articles Social Spec . Report s Superv . Other No Total 
of Group President in Peri- Occa- Bull- Indiv. Con- Meth- Meth . Com-
Pl an Meetings Letters odicals sions etins Status tacts ods Used panies 
Number or Companies 
Current 
Di stribution 92 71 42 28 47 40 29 27 21 183 
Deferred 
Distribution 45 59 61 13 36 108 22 12 5 128 
Combination 
Plan 14 19 12 4 14 22 6 4 4 31 
Total 151 149 115 45 97 170 57 43 30 342 
Percentage Dis tributiona 
Current 
Distribntion 50 .3 38 . 8 22.9 15.3 25.7 21.8 15.8 14 . 7 11 . 5 100. 0 
Deferred 
Distribution 35.1 46 .1 47 . 7 10.1 28 . 1 84 . 4 17 . 2 9. 4 3 .9 100 . 0 
Combination 
Plan 45 . 2 61 . 3 38 . 7 12 . 9 45 . 2 71 . 0 19.3 12.3 12.9 100.0 
To.tal 44 . 1 43 . 5 33 . 6 13 . 2 28 . 4 49 . 7 16.7 12.6 8 . 8 100.0 
a 
Percentage distributions are computed on the basis of the total companies rather than a 
total using a particular technique . 
Source : Flippo, Edwin B., Profit Sharing in American Business , 1954. p . 50 . 
(l) 
(j) 
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~ould be issued advising emp l oyees of their share of the 
profi ts f or the year , the ir amount of acc umula ted funds , the 
earnine s on the fund and othe r pertinent fac t s a ffect ine the 
individual's personal account . Some advocates s ~_:; est e ven 
.posting monthly calendars showin~ the amount of profit being 
credi ted to the plan and dollar amounts lost due t o spo i l a g e , 
scrap, and absenteeism which miti gate a Gainst these profits . 
To further demonstrate the variety of methods 
companies can p o s sib l y use, the f ollowing are three brie.f 
examp l es of h ow successful Profit Sl1aPing comp anies handle 
this communi cation i de a . At S . G. Joh nson and Sons, Incorpor-
ated , vvax manufacturer s , employees are c ontinu ally informed 
of thei r p lan ' s pro gress thr oughout the year via arti c l es in 
t h e company mae;az ine , quarterly r eports from the pre ident , 
and indivi dual sta tus r eports of the Profit Shari n g pool . 
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Procter and Gamble Co mpany u s es company ma gazin s, individual 
reports, movie s, and gro p meeting s . Pitney- Bowes, Incorpor-
a t ed , mailine; d e vice manufacturers , utilize special reports , 
bullet i n boards , letters from the president, anrt _roup meetin 0 s . * 
D. Apnraisal of Profit Sharing -~ducation and Communication : 
1.Ve h ave s een why two-way communication a n d empl oyee 
educatj_on in the matter of Pro.f it Sharin :., is extremely important . 
Vlha t inf ormat ion s hould be definitel y given and t h various 
-!~62' p . 35. 
techniques open for possible use have been noted . It is 
apparent that Profit Sharing must. not only be sold when 
initiated, but also throughout its operating like . A coor-
dinated selline; effort is demanded of the company at all times. 
It just is not lo~ical to cons~ae vast quantities of money on 
such benefit plans and n ot continu ally strive to convince the 
employees of the advantages that these plans can give . 
As one executive of a Profit Sharine; company exp resed 
the effectiveness of Profit haring comm:unication, 11 It can 
bring economic education down out of the clouds and make i t a 
matter of lively day- to - day concern of every employee . ut 
i t cal l s for careful plannin g and consistent follow-throuP"h . n~:-
An executive of another company had this to say, "The f irst 
year or two the company felt that many employees in the plan 
did not ful ly understand its possibi lities. As a result , the 
company stepped up the communications pro gram . This ha s paid 
off h andsomely. tHH:· 
Yet, despite the fact tha t there are a vari e ty of 
relatively inexpensive media ava i lable , and the s eemin~ly 
apparent importance of selling the Profit Sharing pl. .n, a 
8 reat many companies have failed to conscientously do this. 
They have set aside one o f the basic consideratio11s to Profit 
Sharin2; that could enable the plan to serve as an employer-
-l<-54, p . 621 . 
~:--::-27 , p . 56 
ss . 
employee relations tool . Tabl e IX g ives evidenc e to this 
undes irable fact . 
It can be seen from the. results of this survey on 
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the u tilization of educational media that as many as 202 of the. 
342 companies reporting , actively u sed two or less of the 
possible methods available . That is 59 . 2 16 of the companies 
who do not undertake sufficient steps to educate their 
employees . Only 83 companies, or 24 .2%, utilize four tech-
niques or more . Previously three companies- - S . 8 . Johnson 
and Sons , Procter and Gamble , and Pitney- Bowes--were cited 
to show ter-hniques which some successful Profit Sharing 
companie s had in operation . It can be noted that each one 
h ad at least four avenues by which they could educate their 
employees-a criteri a more companies snould follow . 
Poor communication and education can grav0ly affect 
the r8lations with in a company . T e f o llowing examp l e will 
3erve to demonstrate why Pro it Sharing , if it is to be a 
s c es sf1l Industr'al Relations tool , must be contin ally 
sold to the emp oyees . Althoup;h this example applies to 
educating employees on the benefl ts o a pension plan--such 
education beinu simi lar in need and approach and the prime 
objectives being basical l y the same re gardless of the type 
o.f plan--it is also applicable for a Profit Sharin:s study. 
Several years a go, employees . of Sar e;ent and Company 
of New Haven , Connec ticut, were preparing to go out on strike . 
n an attempt to prevent such an occurrence, the company 
TABLE IX 
NUMBER AND PERCENTAGE DISTRIBUTION OF PROFIT-SHARING PLANS, BY T"Y""PE OF PLAN , BY 
NUMBER OF TY""PES OF EDUCATI ONAL 'rECliiHQUES USED rl'O i.\'IAINTAIN EMPLOYEE I NTEREST IN 
THE PROFIT- SHARI NG PLAN 
Number of Types of Educational Techni que s Use d 
Type 
of 
Plan 
Total 
None One Two Three Four Five Six Seven Ei ght Comnanies 
Current 
Distribution 21 
Deferred 
Distribution 5 
Combination 
Plan 4 
To tal 30 
Current 
64 
20 
1 
85 
42 
39 
6 
87 
25 
23 
9 
57 
Distribution 11. 9 34 . 8 22.8 13.6 
Deferred 
Distribution 3.9 15.6 30 .5 18 .0 
Combination 
Plan 12 . 9 3.3 1 9 . 3 29 .0 
Total 9 . 0 24 . 8 25.4 16~6 
Number of Companies 
15 
22 
4 
41 
6 
14 
3 
23 
8 
4 
4 
16 
1 
1 
2 
Percentage Distribution 
8 .3 3.3 4 .5 .5 
17.2 10.9 3 .1 .2 
12.9 9 .7 12.9 
11.9 6 . 7 Ll .7 . 6 
1 
1 
. ·5 
. 3 
183 
128 
31 
342 
100.0 
100.0 
100.0 
100. 0 
Sourc e : Flippo, Edwin B., Profit Shsrinp; in American Business, 1954 . p . 155 . 
«> 
0 
• 
.conducted an opinion survey of the employees to determine 
what their prime complaint s were . The res lts of the pol l · 
s l ovved that the majority of workers were seeking a company 
retirement p lan for their old a ge . This certainly woul d not 
have been a stra n ge deman d ~pt , the company alre ady had 
one in operation. 
In 1946 Sargent and Company ad instit ted a 
r etirement p ro gram for its emp l oyees and had been rer~larly 
contri but inc~ to it . The plan had b een announced via two book -
let s expl ain ing the fundamental workinz,s of the pro .;,ram and 
with :sen e ral information supplement ing it to aid employee 
understanding._; . The company then simply assumed that the 
employee s understood and were intere sted and that no further 
ed cation wou l d be nece s sary. 
The fai l ure to follow up in selling tb.eir ple..n was 
n early fatal . Al most so% of the work force were f oreign- b orn 
and h a d a poor command of English • Not only did these worke rs 
not realize what wa s be ing set np for them, tho s e others wh o 
did had s imply f orgotten a ll abo, t it . New employees that 
later joined the worJ::c f o rce had never even heard of the plan . 
Realizing that all the trouble on the l abo r f ront 
stermned from its o>vn poor selling job , the company had to 
resell the plan a gain a nd then continu e to ke ep it so ld . '.I'his 
they did via the radio, local and company n ewspapers and 
peri odicals , special bulletins , and le c t ures . They e ve n had 
much of the information translated into the various languages 
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spoken by its labor . Fortunate ly they were able to "Lmderta1.:e 
thi s task in time to avert the strike . This bears out the 
important point underly-ln r; this section--sell .the plan and 
continue sell'ne it. Failure of Sargent and Company to do 
t :_i s had almost led to their employees strikin.~; f or something 
J~ 
which they already h ad . " 
Benef icial returns from Profit Sharing , t h erefore , 
are not merely a matter of natural course . They do not 
exist simply because the plan exists . All too f requently 
pl a.ns have been institu ted which some company beli eved would 
gather employee support and a chieve desi Ped results as it 
snowballed down t~e industrial hi ll of its own wei ght . 
Understanding , interest , cooperation--they do not ace r with -
ou t a sincere , conscious effort to gain them beine; continually 
expended . Lacking these, the plan is at best partly accept -
able., and at worst a bone for contention and the seed f or 
labor confusion , suspicion and u nre st . 
-lH2, p . 6551 . 
VIII . EMPLOYEE REACTION TO PERI ODS OF .REDUCED PRO ~ I T SHARES 
Naturally the first prerequisite for Profit Sharing 
for a c ompany is t he continu al existence of a profit to 
share . The adequacy of Profit Sharing plans in a low profit 
company, therefore , is cert ainly di sputable . Howe ver , hi ehly 
profj_ table companies may als o someday become confronted wi th 
so-called 11 offn years . If such companies are also Profit 
Sharing di sci les, ·what ef:fec t vvill this have on the 
employees is an obvious question. 
Of course empl oyees ar e disappointed w1en there are 
little or no profi ts to share . This disappointment can even 
lead to a complete undermin ing of the entire plan . We also 
discussed earlier the effects reduced profit payments can 
have when the employees re gard such paJ~ents as a re gular 
part of their wages . StronE~er adverse reactions may be forth-
camino· when pre-plan employer-employee disharmony, union 
charg es , and labor suspicion confront the company even before 
t he low profit period arose. 
The impact of such periods is perhaps most dis -
ruptive at three distinct periods in the Profi t Shar i n g pl an's 
life . At the beginning before the plan can be fully sold , 
when periods of no-profits have been continuous for more than 
two years, and when low payments have been the rul e prior to 
a no-profit period . That such peri ods need not militate 
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a gainst the plan or result in unfavorable employee reaction , 
however , is a point that many students and users of Profit 
Sharin8 are contending today. 
B. Favorable Employee Reactions: 
If the declining earning s do not permit a desired 
Profit Sharing payment , and the empl oyee understa1ills this and . 
has faith and trust in management, this situation may not be 
bitterly disruptive at all . Disappointment , yes --but not 
antagonism wil l be found in the employees . The l;{ey to this , 
it i s believed, is in proper co mmunications and comprehensive 
education as were cited in the prior section. 
The fact that profits will fluc tuate should be 
driven home before they do--n ot af t er . The 11 downs 11 will 
come in a business cycle as sure as t he " ups" and t h e w6rkers 
should know this . If they are educated on the interre l ation-
shi ps betvveen a company's profits and the profit and loss 
economy affecting them , they may be more tolerant in the i r 
re a ctions and prepared , not shocked , by reduced shares . 
When t r ey have not been pre-conditioned fo r the reduc t ion, 
t hey wil l surely become dis gruntled . Cries of mismanagement 
and suspicion of the top echelon executives ' intee rity will 
come forth . Serious reactions such as these will widen the 
gap between employer and employee and grave disharmony will 
indeed ensue . 
Employers who have properly prepared their work 
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force for these unwan t e d periods, however, have usually been 
able to avoid any seriously adverse reaction of employees in 
their attitude s as well as in thei~ performance . Joseph 
Scanlon, a mana gement engineering professor at Massachusetts 
Institute of Technology and a lead ing Profit Sharing disciple , 
expre ssed some of the reas ons for this when he said: 
If you have al l the ingredi ents that are 
essential for the success of any Profit 
· Sharing plan, there will be complete 
understanding on t h e part of the partic -
ipants as to why t here are no profits . 
It is just a matter of lettin g the 
workers know what your problems are and 
h ow they can h elp to elim~nate these 
problems . If you take the participants 
completely into your confidence , do not 
v1orry too much about what wi 11 happen 
when there is no profit. The mo tivation 
of job security, and the worker ' s recog -
nition of their definite mutuality of 
interest with mana gemen t , wi ll prevail, 
and they wil l be in t h ere pitching . -::-
In explaining why his work force did not react 
adve~sely when profits dropped , H. F. Johnson of the Johnson 
Wax Company once stated that his employees : 
Do not look upon the bonus as a ri ght , but 
they do re gard it as their share of the 
·profits . Employees know that the profits 
are the result of cooperation of manag e -
ment and workers in p roducing and selling 
a hi gh quality product at a price wh ich 
permits earning s above costs . And , I 
may add , they als o are aware that con-
ditions beyond the control of e ither 
management or work e rs may influence 
nrofi t s -:H:-~ . 
-:~26, p . 31 . 
-lH!-25, p . 23 • 
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The Vanadium- Alloys Steel Company, Latrobe , Penn-
sylvania i s another example of a company who enjoyed a 
successful experienc e with their plan , even durine low 
p rofit years . Pre sident Roy C. McKenna stated in r egards to 
the years their plan was nonoperative due to low earnings : 
During the s e unprofitable years, our 
company continued to have loyal support 
and cooperation of our employees, a nd it 
is durinG these per· ods particularly 
that our Profi t Sharing p l an proves its 
benefi t to the s tockho lders. Employees 
have a better understandin g of busine s 
than is generally supposed, and after a 
Profit ~hari ng plan is operating i n s o od 
faith f or a number of years the spirit 
of the plan is well unders t ood and will 
c on tinue even in depr ess-t on .-:!-
Some companie s e ven assert that following a period 
of reduced profit shares , not only had employee attitude and 
performanc e net suffered, but even some improvement was 
reflected . This was b a s ed on the belie f that , having compl e te 
underst andi n g of the situation, employees endeavored more than 
ever before t o improve the company ' s profit position. In 
their study of Profit Sharing , Prentice Hall, Incorporated , 
ci ted several examples of "~Nhere fai l ure to maintain s teady 
payments had been of value rather than detrimental t o the 
p lan of a compan y . They even noted one company wh ose plan 
missed four cons ecutive years of payment , ye t, because their 
communi cat ions and education were so successful in giving 
the worke r proper insight to understand the causes , not one 
-!~25, p . 23. 
formal complaint was voiced. Edwin Be Flippo in his Profit 
Sharing study and the National Ind1strial Conference Board 
in their 1947 and 1956 studies also found sufficient evidence 
that Profit Sharing plans were not abridged and often 
employe e attitude and performance increased when a profitless 
period was thrust upon them . They reported that this was 
usually the case when the employees had been fully and contin-
ually educated on the actions of company profits and losses 
and the economy's profits and lo sses . 
The results that can be f ound in Table X stengt hen 
the theory that there is a direc t relationship betwee n the 
amount of employee pre-conditionin~ that i s attempted and the 
type of employee reaction that is later f ound . The better 
underst andins that he has, the be t ter he can ad just himself 
to it, and more favorable will b e his attitude and performance . 
Ac cording to the survey findings, 42 .8% of the companies that 
failed to prepare their employees experienced willing accept -
ance. Yet, over 70% of the companies th~t utili zed two or 
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more techniques found the employee s to have a favorable 
reaction . Not one single company that did not use any tech-
nique whatever could claim an i nci'ease in performance following 
a no-profit period . However, for example, of the companies that 
tried to condi tion their work force via three methods, 36.81~ 
were able to report a noticeable increase. 
TABLE X 
NUMBER AND PERCENTAG~ DISTRI BUTION OF TYPES OF E?,:IPLOYEE REACTIONS TO 
NON-PROFIT PERIODS, BY NUJIIiBER OF TYPES OF EDUCATIONAL TECHNI QUES USED TO 
MAINTAI N EMPLOYEE INTEREST IN PROP IT- SHARING PLAN 
Employee React ion 
to 
Number of types of Educational Techni ques Used 
Non-profit Period None One Two Three Four Five Six Total 
Number of Companies 
Attitude 
Willing Acceptance 
Grud ging Acc eptance 
Substantial Dissatisfact i on 
Demanded Dis conti nuance 
Total 
Performance 
Noticeable De creas e 
No Reflection 
Noticeable Increase 
Total 
Attitude 
Wi Lfing Acceptance 
Grudging Acceptance 
Sub s tantial Dis satisfaction 
emanded Disc ontinuance 
Total 
Performance 
Natrceasre-Decrease 
No RGflection 
Noticeable I ncrease 
Total 
3 
2 
2 
7 
1 
6 
7 
14 
6 
4 
1 
25 
3 
13 
8 
24 
16 
2 
3 
1 
22 
16 
8 
24 
16 
1 
17 
1 
11 
7 
19 
7 
2 
1 
10 
7 
3 
10 
5 
5 
1 
3 
1 
5 
6 
6 
2 
3 
5 
67 
13 
10 
2 
92 
12 
60 
22 
94 
Percentage Distribution 
42 . 8 
28.6 
28 . 6 
100.0 
56 .0 
24 . 0 
16.0 
4 .0 
100.0 
72.7 
9 . 2 
13.6 
4 . 5 
100 . 0 
14 . 3 12 . 5 25 . 0 
85 . 7 54 . 2 75 . 0 
33.3 
100. 0 1 00 . 0 100. 0 
94 .1 
5 . 9 
100.0 
5 . 3 
57 .1 
36.8 
1 00 .0 
70 . 0 
20 . 0 
10. 0 
100. 0 
70 . 0 
30 . 0 
1 00 .0 
100.00 100.00 72.3 
14.1 
10.9 
2 .2 
100 . 0 100 . 0 100 . 0 
20 . 0 
60.0 
20 . 0 
100 .0 
40 . 0 
60 . 0 
1 00.0 
12 . 8 
63 . 8 
23 . 4 
100 . 0 
Source: Flippo , Edwin B., Profit Sharing in American Business_, 1954 . p . 77 . co m 
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c •. ppraisal of Employee Reactions to Reduced Profit Shares : 
Labor's Profit Sharing income depends on the 
company's income . If the profits srwink , so must the employees' 
share of the profits . They are inherently dependent on each 
other . Thus many people consider Profit Sharing to b~ a 
boomerang --a plan which in profitable times can often achjeve 
~re at benefits, but in loss years such benefits ~ill b 
cance l 1e d and even greater harm done . Such a s ystem is 
dangerous , they assert, and it i s best t o avoid it . • s has 
j u st b een discussed this criticism need not be valid . 
We have seen that the employer-employee relations 
may not suffer at all when a low profit period arises if the 
proper education and preparation of the employees was under-
taken. If they have faith in mana g ement, an appreciation of 
j u st what their plan can accomplish, and a g rasp of the 
Profit Sharing concept their attitude and performance will 
not be altered for the worse. Th ese are built-in insulations 
for a successful plan and c an even result in additional 
e mployee effort to restore the company to an advantageous 
profit position . 
Table XI demonstrates t hat , in one survey of t h is 
question of employee reaction, out of 156 con,panies that 
reported years of reduced shares, 115 of them, or 73 . 7% ex-
perienced no employee dissatisfaction. A different study of 
this same question, as shovm in Table XII , found willing 
acceptance of this problem in 72.2~ of the companies affected . 
TABLE XI 
EMPLOYEES ' ATTITUDE WHEN 'rriEIR SHARE OF PROFITS REDUCED 
Cur::e ent Deferred 
•rotal Distribution Distribution 
Practice and Attitudes Companies Plans Plans 
No . % No . ---ra- 1~o . 
Have had years . ln wFiich employee 
share reduced •••••• • • ~··••••••••• 156 76 . 5 46 93 . 9 110 
Have had no years in which 
employee share reduced ••••••••••• 42 20 . 6 3 6 .1 39 
No replY•••••••••••••••••••·••••••• 6 2 . 9 -- -- 6 
- - - --
Total ••••• ••• •••••••••••••••• 204 100.0 49 100.0 155 
Employee ' Attitude when their 
Share Reduces : 
Understanding ••••••••••••••••••• 23 14 . 7 7 15.2 16 
No adverse reaction •••••• •••• • • 61 39.1 16 34 . 8 45 
No adverse reaction1 good com-
munications•••••••••••••••••••• 21 1 3 . 5 3 6 .5 18 
Minor dissatisfaction •••••••••• 24 15.4 8 17.4 16 
Serious dissatisfaction •••••••• 11 7 .1 7 15.2 4 
Many questions raised •••••••••• 5 3 . 2 
-- --
5 
nrive for insured pension •••••• 1 0 . 6 
-- --
1 
Tot~l •• • •••••• • •• •• • ~ ••••••• 156 100.0 46 100.0 11 0 
Source: National Industrial Conference Board, Studies in Personnel Policy 
no . 162, 1957 . p . 57 . 
% 
71 . 0 
25.2 
3 . 9 
100 . 0 
14 . 5 
40 . 9 
16.4 
14 . 5 
3.6 
4 . 5 
0 . 9 
100. 0 
I-' 
0 
0 
• 
TABLE XII 
:NUMBER AND PERCEWrAGE DISTRIBUTION OF TYPES OF El\iPLOY-"EE REACT ION 
TO NON-PROFIT PERIODS, BY TYPE OF PROFIT-SHARING PLAN 
Employee Reaction Current Deferred Combina-
to Distri - Di stri - tion Plan 
Non- profit Period but ion but ion 
Number of Companies 
Attitude 
W11ling Acceptance 31 22 12 
Grud ging Acceptance 9 4 
Substant ial Dissatisfaction 8 2 
Demanded Discont inuance 1 1 
Total 49 29 12 
Performance 
Noticeable Decrease 9 1 2 
No Reflection 31 22 7 
Noticeable Increase 12 4 4 
Total 52 27 13 
Percentage Distribution 
Attitude 
Willing Ac ceptance 63 . 3 75 . 9 100 .0 
Grudging Acceptance 18.4 13 .8 
Substantial Di s satisfaction 16. 3 Q.9 
Demanded Di scontinuance 2.0 3 . 4 
Total 100 .0 100 . 0 100.0 
Performance 
Noticeable Decrease 17 . 3 3 . 7 15.4 
No Refl ection 59 . 6 81.5 53 . 8 
Noticeable Increase 23 . 1 1 4 . 8 30 . 8 
Total 
65 
13 
10 
2 
90 
12 
60 
20 
92 
72. 2 
14 . 5 
11.1 
2.2 
100. 0 
13.1 
65 . 2 
21 . 7 
To t al 100.0 100 . 0 100.0 100.0 
Source : Flippo , Edwin B. Profit Sharing in American Business , 1954 . p . 70 . 1-' 
0 
1-' 
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This same study also found only a 13 .1% reduction in employee 
performance . Table s XI and XII indicate, therefore, that 
about 7316 of the total responding companies had experienced 
no serious adverse employe e reactions when their shares of 
the profits dropped. Perhaps these companies were biased in 
their replies and the percentag e of favorable reactions may 
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not be actually that high . Yet, the fact still remains that 
there obviously are a g reat many companies who have conditioned 
their employees adequately enou3h to minimize the impact of 
poor Profit Sharing years on t h ei r employee relations. 1rakino; 
a converse po int of view, the 25%-30% companies, who did 
encounter ill-effects, certainly i s a sufficient amount to 
indicate that the re. is more room f or improved handling of 
Profit Sharing plans during possib le periods of low payments . 
It should be noted, howe ver, that plans generally 
1nust suffer in the long-run if profit insufficiency becomes 
prevalent. Employees just will not gracefully accept fre-
quent periods of low profits for any really extended leng th 
of time . How many consecutive years of inade quate pa~nents 
a plan can live through and employees accept is not pred c-
table . By their very nature, Profit Sharing plans rely on 
profits and, in a sense, must be considered as fair-weather 
p l ans . Inevitably not only will the plan fail and be dis-
carded, but one of the desired oals--that of' improved 
employee relations--vrlll be pushed farther away from 
attai nment . However, this study did attempt to show that a 
time span of only a few years may not be ruinous to the plan 
or dis ruptive t o the employee relations vdthin a company. 
ronicallyj a particular company may even be able to convert 
the profitless period into an incentive for s reater effic"ency. 
Certainly a deliberate , conscious effort to condition the 
employees ' attitude will e~hance the p lan' s chances of 
surviving just such a period . 
IX . MANAGEMENT- IJABOR COOPERATI ON ON PROFIT SHARING 
A. Princi ple of To gethern~ 
In 1948 , Clark Kerr , Director of the Un iversity of 
California Institute of I ndustrial Re lations made the comment 
that, " Society is upset by Industrial Relations warfare . 
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Sue~ conflict prevents the maximum output of s oods and serv·ce • 
It r educes the combined returns to the several part icipating 
gro ps i n the produc tive process . "* 
Productive activity i s most assuredly the basic 
source o f income for all those concerned in the Americ an 
industrial life. When manag ement and labor are i n opposition, 
not only is production hampered by this lack of cooperat i on , 
but its income deri vative must naturally suffe r also. 
The goal of mutual survival is certainly a common 
aim of management a n d labor . Yet, i n dividual survival is too 
often discovered to be the exist ing situation . The fe eling 
that "toge therness" is as vital in industry as it is in the 
home and in politics is preached more than it is sou ght after . 
Both manageme nt and labor have preoccupied thems e lves with 
a ttain_rnent of their own end s at the exclusion of the other's 
ends . The means to the common end of mutual survival b e come 
self -centered and tlms achievement of this e n d is made more 
difficult . The s e se l fish means merely serve as mortar for 
the building of a wall of anta onism, distrust, and misunder-
sta nding between the two fac tions. 
During the war a feeling of "togetherness " was 
spurred by intense patriotic motivations and a full reco g -
nition of a common object i ve. Since the war ended, effort 
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has often been expended in an attempt to uncover.another 
suit a ble substitute for gaining the d es ired air of cooperation. 
Consideration has frequently turned to Profit Sharing . 
That the partnersh i p so vital for successf ul Profit 
Sharin from an employe r-employee relations' point of v iew 
is fou nd to exist in many companies ad vocati n s such plans i s 
true . Howeve r, thi s partners h ip it s eems is only extolled in 
the concept's philosophy and as an end resu lt to be obtained . 
Rare ly can it be seen in the operation of Profit Sha~ing . 
There are two steps in Profit Sharing activity t hat .. tost 
companies have adhered to quite vehemently--f irst, prevention 
of employee he lp in workin.::~ out the plan, se c ond, ref'usal to 
allow employees to participate in administration of the plan. 
For the se co mpanies there is an unwanted common philosophy 
that labor should be kept at a non-functional position in the 
Prof'it Sharing a ctivities . 
But if Pr ofit Sharing is based on a reco gnition of 
the need for partnership and mutual cooperation is one of its 
objectives, then joint plan action seems logical. If t he 
plan is established for their benefi t as well as the company's , 
and is des i gned and constructed to appeal to t hem, then 
perhaps they should also pass some judgement on its a ppeal . 
Give labor a share in the responsibility of the plan and 
they may cooperate and approve of it more readily. Certainly, 
if they help in the plan f ormulati on and administration, they 
will be bett~r able to cultivate the desired understandings 
of pr>ofits and Profit Sb.ar>ing that have been str>essed thr>ough -
out this study. This may also preclude the bitt~r issue of 
divided loyalty. If management bears the burden of plan 
action alone, unions may very well consider it as an attempt 
to usurp employee loyalty from the lmion to the company. t 
could be interpreted as a "slap" at the union, an effort to 
fence them out, and result in an attempt by organized labor 
to undermine this beneficial program . 
B. Joint Plan ·Action: 
Joint plan action can exist in many ways . In the 
be ginni n g , when the idea of establishing a Profit Sharing 
program is being cultivated , opinions and ass i stance may be 
sought from union leaders or representatives of the emplo yees 
on formulation of the plan . ~1l11ile the plan is in operation, 
labor may be g iven some responsibility in the administrat ion 
of the plan . Joint gr>oups of management and labor could per-
haps be responsible for the Profit Sharing education of all 
the workers . Such joint g roups could a lso serve as clearing -
houses for the constant dissemination of information pertinent 
to the company 's plan and the individual's o¥m interests 
involved in the plants progress. 
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A close and continuous collaboration and consultation 
with employees in plan a~tivi ties "'Vould enable a free dis-
cussion of ideas and opinions between members of mana F;ement 
and representatives of labor . The attitudes and opinions 
o.f the latter v\oul d be reflective of' the entire work f orce 
and, if true 11 to getherness 11 is really desired, these feeling s 
should be incorporated in the operation of the company's plan . 
Use of joint committees or a joint shbp committee as advisory 
boards may be excellent device s for breedin~ the spirit of 
"togetherness" that is so important. However, as Table XIII 
indicates , a survey conducted todetermine what methods 
companies use to develop r. an attitude of partnership disclosed 
that only 27.7% of the companies use such advisory channels 
a s devices . This demonst rates that , although Profit Sh aring 
advocates preach tha t the employees should be given the 
privile ges of a partner , they are not g iven the duties of a 
partner. Yet , if labor co,~ld take an advisory hand in operating 
the Profit Sharing program, it mi ght very well further stimulate 
the feeling of mutuality and g ive labor a more positive 
approach to t he entire p ersonnel pro ram. 
That joint collaborative bodies have givs n effective 
impetus to a company ' s plan h n s been e videnced by several 
compani es . The Gertanslager Company, manufacturers of truck 
b odies in Wooster, Ohio, had utilized the advice of labor 
representatives when they drafted their ori ginal plan. Sugges-
tions and aid was often sou·3ht s ubsequently. In 1950, when the 
TABLE XIII 
NUMBER AND PERCENTAGE DISTRIBU TION OF PROFIT- SHARING PLANS , BY TYPE OF PLAN, 
BY DEVICES USED TO STIMULATE EMPLOYEE ATTITUDE OF PARTNERSHIP WITH IV1ANAGEMENT 
Type 
of 
Plan 
Current Distribution 
Defe r red Distribution 
Combination Plan 
Total 
Current Dis tribution 
Deferred Dis tribution 
Combination Pl an 
Total 
Devi ces Used to Stimulate Employee Attitude of Partnership 
Jo int 
Adm. of 
Pl an 
27 
33 
11 
71 
1 9 . 6-
37 . 3 
42.3 
27 . 7 
Joi nt 
Shop 
Comm. 
40 
20 
11 
71 
29 . 0 
22 .7 
42 . 3 
27 . 7 
Is sue 
Financial 
Reports 
60 
52 
11 
123 
Encourage 
Empl ' ee Stock 
Ownership 
Open 
Co . 
Books 
Number of Companies 
46 37 
34 3 
8 4 
88 44 
Percentage Di s tributiona 
43 . 5 33 . 3 26 . 8 
59 . 1 38 . 6 3 . 4 
42' . 3 30 . 8 15 . 4 
48 . 0 34 . 4 1 7.2 
Distribute Total 
Co.Progress Camp-
Information aniesa 
101 138 
4 5 88 
18 26 
164 252 
73 .1 100. 0 
51.1 100.0 
69 . 2 100 . 0 
64.0 100 . 0 
Percentage distribut ions are based upon tota l companies, rather than t otal devic es used . 
Sour ce : Flippo, Edwin B., Profit Shar ine in American Business , 1954. p . 59 . 
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company overcame product i on difficulties and nullified a prior 
low profit share perj_od , t he company gave full credi t to 
t heir policy of encouraging .empl oye v cooperation i n the f orm-
u l at ion and admi nis t ration of the Profit Sharing plan . ~ 
The Lapointe Mach ine To o l Company in Huds on, hias sa-
chusetts, is another exampl e of this factor . By listening 
to each others ' ideas in developing the pro gram and by contin-
ually being perfectly frank and honest with each other over 
t he administration of the p l an, fears of management motives 
. we re overcome and the workers b ec ame hi ghly interested in the 
functioning of this new s ystem . An atmosphere of mutual 
trust and deep understandin3: was developed . When problems or 
differences arose , they were discussed in advisory meeting s 
of both management and labo r r e p rese ntat i ves and solutions 
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m1tually satisfactory were developed . As Herman J . Daigneaul t , 
a uni on leade r at th • s p l an t, said in 1952 : " I thi nk our 
re l ations j_n Lapointe n ow equal tho s e in any company in the 
country. We find that both man ageme n t and labor are willing 
to sit down and listen . The company ha s removed a l l fear 
from us . Strang e as it may s eem, we now ~rust t h em and 
we k now.· they trus t us . Vie are a bi g happy team .no)H:-
The Daisy Manufactu ring Company, Plymout h , 1ichi gan , 
is another of the companies who claim success in usin ~ a 
joint committee of mana g ement ~nd l abor peopl e t o assist in 
-::-49 ' pp . 139- 140. 
-):·-):·15 ' p • 15 • 
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the operation of thei r p l an . Here an advisory group compose d 
of a representative non-uni on employee, a union member, and 
the Personnel Director assist in the p l an administration . 
The company feels that this arrangement has be en of cons i derable 
benefit to the pro gre ss of the ir pl an and has beon a ma jor 
' 
key to the hi ::sh de gree of teamwork enjoyed by th ir ore;an-
ization . ·l~ 
As was s1...1.e;ges ted· by t he results reported · in Table 
XIII , however , no t many companies have explored this method 
of stressing the pr>inciple of "togetherness . " Yet , it seems 
that if the benefits of partnership are hones t l y hoped for , 
more companies may soon be investi ga ting t he profitability of 
working plans out in cooperation with the union or employee 
representat ive s and of co l laborating with them, to a de sree ~ 
in the administration of the plan . As one Profit Sharin 
critic expr e ssed the potentially advantageous effect this 
would have on a company's plan : 
It would be cl early understooq by the 
employees and mi ght .be expe cted to r educe 
industrial strife 2.nd promot e effi ciency. 
I t could be modified from time to time ~ as 
the need arose , by mutual a greement between 
the employer and the union .:; and would pro-:-
mote between them that sense of partner-
ship in a common adventu re whi ch is t he 
basic condition. necessary f or succiss . ~Ht 
*75, PP • 141-146 . 
-:H~51, P • 498 . 
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c. The Quest ion of Opening the Books: 
Many companies have frowned upon using joint 
committees and encouraginG labor advice, suggestions, and 
opinions because they believe this will lead to a demand by 
labor for a comp lete disclosure of all pertinent facts. 
Labor will even be desirous, it is contended, of investi gating 
areas of no direct concern to Profit Sharing under the pretext 
that such in...i'ormation is necessary for their judgement on 
the p lan's operation . In essence, labor will fear manag ement's 
a ccounting methods and attempt to f orce management to open 
its books for them. 
However, many students of this subject doubt that 
labor really would desire this much control of the Profit 
Sharing plan or seriously question the accounting . A Nat ional 
Industrial Conference Board study in 1947 reported that out 
of 167 c ompanies questioned, only 9 reported such labor 
suspicions . * In 1956 the Board a ain reported that such claims 
were n ot frequently found . They noted that only a small per-
centas e of companies have experienced suspicion of their 
Profit Sh aring accounting procedures. The Board contends that 
as l on -" as the employees have confidence in management and 
the plan, they'll have confide nce in the books . ~* 
I ncorporating labor representatives into t he 
-3~25, p. 2 8 . 
~B~27, P • 52 a 
fm~ct ionin side of a Prorit Sharing prog ram doesn 't mean 
givinc; t hem equal control . It means, though , that they will 
have an advisory, helping hand in carryinr.r out the workinESS 
of the plan . It doesn't necessitate utilization of all their 
ideas . But some of the propos a l s they have to make could be 
of value to the company as well as t o themsel ves and may be 
of great benefit to the success of the plan. Even if no 
concrete ideas were expressed by the labor group , joint 
participation and action vmuld be beneficial. The mere show 
of mana gement reco r;ni tion of the responsib l e nature o.f these 
representatives will make them and the o ther employees more 
willing to cooperate in achi eving Profit Sharing success . 
~rom a pooling o .f ideas and 9 roposals of manae ement 
and labor , theref ore, a truly democratic plan c ould result . 
?ace- to-face discussions, d one h onestly and sincerel y , may 
not only improve the plan in the long-run , but can also 
tend to bind labor to it with ties of loyalty, pride, and 
responsibility. 
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X. PROFIT S:tiARING AND COLLECTIVE BARGAINING 
No study of the effects Profit Sharing may have on 
Industrial Relations would be compl ete without some discussion 
of the issue of incorporating such p lans in the union contract 
and of bargaining over them. Although few mana ements have 
ever submitted their Profit Sharing plans to the bargaining 
table , a small percentag e of companies have and have attained 
Profi t Sharing success because of it . To illustrate this, 
the followi n g example can be cited . 
In 1953 1 Ge orge s. Paul , director of the Labor-
Management Relations Institute at the University of' Connecti-
cut made a study of the American Velvet Company, Stoning ton, 
Connecticut, for the National Pla~ning Associati on. This 
company had been exemplary of a firm whose employer-employee 
relations had vastly improved as a result of Profit Sharing. 
113 
He reported that, althou O'h these company relations were nearly 
at an irreducible minimum in 1940, a Profit Sharine plan was 
establ i shed through collective bargaining and immed iately 
the situation was stabil:i..zed. Yet, prior to this time, the 
company had b een undergoing a sixteen month strike . Since 
then harmony on the labor front has b een a keynote of the 
company's operations and even the employee s s.re quick to credit 
the mut ally accepted Profit Sharing plan . ~l-
However, manag ements as a whole have been traditionally 
.;:.9 , pp . 67-70. 
114. 
opposed to bar ~aining over such plans . Althou3h the plans 
.are supposedl y i naugurated f or the benefit of the employees 
as well as the company, mana ement has been quite successfu l 
in keepin n them away fr om the bargaininr; table . This view 
is well sho·wn by the followinc; statement made by Walter J . 
Couper, an Industr · a l Relations expert, after he had classed 
employer expenditures f or employees into the three cate gories 
of wage payments, fringes, and non- wase or salary expenditures . 
It seemed to him that in the third category fel l Profit 
qharinp, payments . He mai ntained that ·su.ch payments as these 
we1•e of a nature that only owners or stockholders had the 
sole ri «ht to clai m control over and which they alone possess 
t e r i ght to bargain with management . He asserted that, "such 
expenditures are an addit ion to the direct cost of operations 
Rnd have the effect of reducing the profits whic~'l would other-
wise be avai lab l e t o owners or stockholders . Certainly manage -
ment cannot bargain with owners or stockholders and with unions 
on the same expenditures and still ade~uately sa· e suard the 
olvency s.nd future s rowth of the company.n"'...-
'.Phis in essence is management ' s clai m a gainst sub-
mitting such pl ans into t h e barcainin.r:: arena . They f'eel it 
would be an invasion of their ri ghts and prerogatives . '.Phis 
has led to many companie s bel ieving Profit Sharing and .mion 
contracts often cannot exist side by side an t hat plans 
~:-28 , p . 19 0 
most assuredly caru1ot be incorporated into the union a ~ree ­
ment . 
These contentions do not entirely ho ld true , though . 
Table XIV shows that 10. 6?b o f the 142 corresponding companies 
include and spell out their plan in the union contract and 
another 12 . 7 ~·b of the companies have incorporated it at least 
in part . The survey further demonstrates that 129 of the 142 
ompan·ies, or 90 . 9 tjb, had a union a s reement . Thus, a lthous h .. 
tl e number of companies Yll'ho actually inc lude Profit Sharing 
in the c ontract cove aue are relatively few , uni n c nt~ ac t s 
a nd such plans can and do exist side - by- side . ThGre i s ample 
:i.ndicat · on here that they are not as ·!.ncompat ble a.s some 
critics assert they are . The fa t that 23 . 3 % of these 
companies do include their plans in whol e or in part also 
~ives a ray of hope that the future will f'ind more companies 
allowing contract coverage to their p l ans . 
Two surveys conducted by the National Industrial 
Conference Board further d i scredit the contention of incom-
patibility. A comparison of 'rable XVI and Table XVII will 
show the,t in 1947 only 5 companie s of the 60 having a union 
a gpeement bargained with t h e union on their Prof i t Shar in~ 
plan . Yet , in 1956, 1 5 of t he 88 companies with union a cree -
ments submitted their plan s to the bargainin:3 process . Thu s 
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in ten years the percentae;e of companies had more than doubled--
increasinf': fr om 8 . 3% to 17 . 4%. The percentar;e of' companies 
having Profit Sharing plans and als o union contracts, 
TABLE XIV 
NUMBER AND PERC1lNTAGE DISTRIBUTION OF COMP" NIES 'I.'JITH 
LABOR UNI ON AF:!:i'I LIATIONS , BY TYPES OF PROFIT- '"'qARING 
PLANS , Y LABOR UNION CONTRACT COVERA GE PLAN 
Type of Union Contract Covera q;e 
Type Included, Referred No 
of Not Spelled to Written 
Plan Mentioned Out Only Agreement 
N1J,mber of Companies 
Current 
Distribut ion 44 9 9 5 
Deferred 
Di stribution 45 3 5 5 
0.ombination 
Plan 7 3 4 3 
Total 96 1 5. 1 13 
Percentage "Distribut on 
()·_rrent 
:Jistribut ion 65 . 7 13.4 13.4 7 . 5 
Deferred 
Distribution 77 . 6 5 .. ~ 8 .6 8 . 6 
,Jombination 
Plan 41 . 2 17 . 7 23 . 5 17 . 6 
Total 67 . 6 1 0 .6 12 . 7 9 . 1 
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Total 
67 
58 
17 
142 
100. 0 
1 00 . 0 
1 00 . 0 
100. 0 
Source : Fl ippo , Edwin B. , Profit Sharing in American Bu iness , 
1954 . p . 99 . 
TABLE XV 
EXTENT OF PROFIT SHARING PLAN COVERA GE IN UNION AGREEMENT 
IN COMPANIES V!JITH A PROFIT SHARING PLAN 
1947 
Agreement 
Wi th 
Unions 
Deferred 
Distribution 
Plan 
Curren t 
Distribution 
Plan 
ave uni on a greement •••••••••••• 
Do not have u n ion a greement ••• •• 
No . 
43 
34 
No replY••• • •••• • ••••• *••• • • • • •• 23 
Tota l • • • • • ••• ••••••••••••••• •• • • 100 
Profit Shar ing plan 
I ncorporat ed in a greement 
% 
43. 0 
34 . 0 
23 . 0 
100 . 0 
No . % 
17 25:4 
31 46 . 3 
19 28 . 3 
67 100 . 0 
Yes - 3 7.0 2 11 . 8 
15 88 . 2 No 
Incorporated indirectly 
Total 
39 90. 7 
1 2 . 3 
43 1 00 . 0 17 1 00 . 0 
ource : Nati onal Industrial Con f erence Board , St di e s i n 
Personnel Poli cy no . 97 , 1948 .. p . 29 . 
TABLE XVI 
BXTENT 0? PROFI T SB..ARING PLAN COVERAGE IN UNI ON AGR ·tEMENT 
IN COMPANIES WITH A PROFIT SHARING PLAN 
Agreement 
With 
Uni ons · 
Have union a gr e ement •• •••• • •• ••• 
Do not have union a greement •• •• • 
No reply ••••••••••••••••• ••••• •• 
Total • •• ••• • •••••••••• •• •••• •• • • 
Profit Shar ing plan 
Incorporated in a~reement 
----~--------·---~---------Yes 
No 
Incorporated indirectly 
Total 
1947 
Total 
Profit Sharing 
Companies 
No. % 
6 0 35 .9 
65 38. 9 
42 25 . 1 
167 100.0 
5 
54 
1 
60 
8 . 3 
90. 0 
1.6 
100.0 
Sou rce : Adjusted fi gures based on Tabl e XV. 
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TABLE XVII 
EXTENT OF PROFIT SHARING PLAN COVERAGE IN UNION AGREEMENT 
IN COMPANIES WITH A PR OI<, IT SHARING PLAN 
1956 
Current 
Agreement Total Distribution 
With Companies Plan 
Unions _ _ N() . % No . fa 
Have union agreement ••••••••• • • • • 88 43 . 1 19 38 . 8 
61 . 2 Do not have union agreement .. . . . . 101 49 . 5 30 
No replY••••••••••••••••••• • ••••• 1 5 7 . 4 
Total ••••••••• • ••••••••••••••••• • 204 100. 0 
Profit Sharing plan 
bargained with union 
Yes •••••• e e •• •• •••••• •••••••• • • • • 
~To • .. . ......... .. . . . ... .. . .. . . . .... 
Plan approved••• •• •• • • • • • •••••••• 
Not specified•••••••••••••••••••• 
Total •••• • ••••••••••••••••••••••• 
Union employees covered by 
plan if not ne eotiated 
Yes •••••••••••••••••••••••••••••• 
No ......... . .. . .... . .. . ..... . ..... . 
Total ••••••••••••••••••• • • •• •• ••• 
15 17.0 
68 77 . 3 
3 3 . 4 
2 2.3 
88 100. 0 
66 93 . 0 
5 7 . 0 
71 100 . 0 
49 100 . 0 
3 15 . 8 
15 78 . 9 
1 5. 3 
19 100. 0 
15 100. 0 
-- --15 100. 0 
Deferred 
Distribution 
Pl an 
No . · 
69 
71 
15 
155 
% 
44 . 5 
45 . 8 
9 . 7 
100. 0 
12 17 . 4 
53 76 . 8 
3 4 . 3 
1 1 . 4 
69 100. 0 
51 91 . 1 
5 8 . 9 
56 100 . 0 
Source : National Indus trial Conference Board, Studies in Personnel Policy 
no . 162, 1957 . P• 64. 
~ 
1-' ()) 
• 
althou::r n o t as hi [.>;h as that re ported in the prior survey 
cited , had risen from 35 . 9 1o to 43 .1%. 
1 19 . 
Again referrin~ t o Table XVI and Table XVII, h owever, 
it c a n b e noted that, in 1947 , of all the 167 companies sur-
~y only 5 of the plans were covered by co l lective bar ·aining 
a:s reements (or s.bout 39~) a n , in 1956 , onl y 1 5 of the 2 04 
total companies (ox> 7 . 47b) had incorporated their plans i n 
the a gre ement . This sparseness o f companies that have active l y 
barg ained on their plans can be used by or ganized l a bor as 
evide nce for t heir claim that Profi t Sharing man gement s as 
a whole are anti - union. 
More , much more cooperation between mana ement and 
labor is n e eded . Altho :::r some c ompanies do bare;ain with 
1n ions on their plans and such p lans do ex·st toge t her with 
union a greements, these si t uations are not as existent to 
the extent possibl e . If Profit Sharine; and co l lective 
bargaini n g could be a micabl y blended together , management and 
labor 13oals alike may be further benefited . Th roug;h collective 
bar gaining , Profit Shar ·ng may become a way of doing business 
that is even more expl icit in its reco gn i t ion of labor as a 
partner in profit c r eat i on . Certainly if it is gi ven contract 
coverac;e the union involved mi r;ht tend to be more cooperat · ve 
and desir ous of achieving a successful Profit Sharing program. 
More bar gai n ing over :0lans may be f ound in the 
future, though , because the courts have decreed that Profit 
Sharing i s now a prop e r subject for collective bar . ainin~ . 
In 1948, in the controversial Inland Steel Company vs the 
National Labor Relati ons Board case 1 the principle was 
evolved that benefits are waee s in the sense that t he re is a 
duty to bargain on them, although not real wages for all legal 
purposes . This principle was later extended to include 
Profit Sharing pl ans by the National Labor Relations Board . 
In the Black- Clawson Company case, the Board · ass erted that 
. such payments are wages f or t he purposes of the National Labor 
Relations Ac t and the employer has a positive duty to bar e.;ain 
on t h em with representatives of his employees . It should be 
noted , however, that t his did n'Ot directly affect previously 
es tablished plans . The idea was also evolved here that , 
whereby the representatives of the employees, if they fail 
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to voice any disapproval of t he plan prior to its installation, 
they will be considered as having acquie sced to it .-l~ Altho e-h 
the scope of collec ti ve bargaini ng is slowly being extended 
to engulf Pr ofit Sharing , it hasn 't been str one.;ly enforced 
at this time however . But , if more bargaining on these pl ans 
does eventually occu r , the faculty these plans have as Indus -
trial Relations tools should be increased . 
-ll-10, pp . 2567- 2568 . 
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XI . A NE'iv DEVELOPMENT IN COLLECTIVE B RGAINING 
A fascinating and hi ~hly controversial plan to divide 
automaker's profits was recently formulated by the United 
Auto Workers, an international union, and its president, 
Walter P. Reuther . This plan represents a most unusual 
approach to collective bargaininR; and it is to be the main 
item in the forthcoming contract ne gotiations between the 
TJ . A. W. and the 11 bi g three 11 --General Motors, Ford:~ and 
Chrysler corporations. As was noted in the previous section, 
Profit Sharing has rarely be en a matter for collecti ve bargain-
ing and this novel demand of Walter Reuther and the auto union 
will certainly shed new li ght on management-labor relat ions . 
A. The Reuther Profit - Sharing Formula : 
The formula for division of profits developed by 
Walter Reuther and the U. A. w. economists can b e quite 
easily analyzed. It is their contention that after a sum 
equal to 10% of net capital has been d~ducted from gross 
profits the residual amounts are "excess" profits . The initial 
deduction should adequately_serve to financially stren3then 
a company's future growth and development. The so-called 
"excess" profits should then be spl. t thre e ways. The workers 
should r eceive 25 % a~ Profit Sharing , 25~ should -be given to 
that year's c r b11yer as a price reduction in the f orm of a 
year-end rebate, and the remaining 50% sho ld be split as 
Jonu ses to mana gement and dividends t o stockholders. 
The union does not intend to ' apply this rormula to 
the. Studebaker- Packard Corporation or the American Motors 
Corporation, however , These companies cannot arford it. Any 
profi ts they accrue , t he union feels , need to be used to 
purchase modern equipment as t hey have not had the capital to 
do the things the y should have been doing f or several years 
now . 
B a The Profi t Sharing Plan Mo tive$: 
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Walter P . Reuther , as leader of one of this nation's 
most p owerful unions , is natura lly always trying to pry _more 
dollars away from the automakers and into the pocketbooks or 
the workers . But his Profit Sharing demand has more democratic 
motives fo rtifying i t than j u st this factor . 
General Motors , J:i'ord and Cb_rys l er corpol'•ations , he 
feels , have been eetting a disproportionate share or the 
profi ts at the expense of both the worker and the public . 
With this proposed plan he hopes to be able to impose an extra 
l abor cost on the 11 big three" . For example, if t he plan had 
b een in force in 1956 , each General Motors' employee wo l.l ld 
have received a :~ 550 bonus and each General I'Iotors r car buyer 
v10u ld have obtained a ~p 56 year-end rebate . 
He wishes to f orce a lowering of automob-·le product 
prices and contends that the plan will lead to an increase in 
efficiency and productivity t hat will replace the lost .:ncone 
to the company. He also seeks to reduce the huge end-of-year 
bonuses 2iven to top executives of the auto companies . 
The l abor movement has b een subjected to much u n -
favorable and unwanted advertisement lately. It has also 
been l abeled as a scapegoat for the inflatioriary situation 
wi t h its spiraling prices . Through its Profit Sharin · plan 
the U. A. w. h opes to impress favorably public opin·on t hat 
t hey are concerned with our economy and , at the same time, 
pu t mana~ement on the spo t in t he public eye to produce some 
counter-pl ans that wi l l also have the effect of improving 
our economic situation today . 
'rhroughout his life Walter Reuther h as been an ar-
dent crusader for the theme of hi ~h purchasing p ow·er . This 
is perha s his major objective fo r the u. A. w. plan . The 
c rrent recession he blames on the di sequi l ibrium of the 
economi c positi on of the stockho lder , worke r , and consumer . 
If one is needlessly low or another overly hi gh, t~e entire 
nati onal economy must suffer . He feels that the propo sed 
Profit Sharing plan will bett er serve to equate their posi -
tions and bring them into h armony by inc r easing the purchasing 
power of the c onsumer . 
c. Objections to the Profit Sharing Plan : 
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The aut omobile industry's spokesme n have v e hemently 
assailed this plan in its ent i rety. Many contend that Walter 
Reuther ' s true motives are purely selfish . They believe the 
p l an is geared to increase an already nearly monopolistic power 
possessed by this labor leader. He is presently a controlling 
fi g1 r e in the polit i cal policies in the state of Michigan and 
seeks a high deg ree of authority and control in the operations 
of t h e auto industry by usurpin~ some of management's duties 
and responsibilit~es . 
The objection that this international union is 
actually seekin e; to ~et into the company books is a l so voiced. 
The u nion n ot only aspires to help set policies, but to even 
get at t he true core of management prerogatives--h ow to make , 
use, and divide profits . 
It is further claimed that the entire plan is unfair 
to the stockholders. It is t heir dollar investment and their 
risk, yet the union wi shes to tell them exactly how these 
dollars shoul d be spent . The divisi on of profits, in a sense , 
would be determined by the labor contract of which the Pro f it 
Sharing p l an ·would be a part and not by the shareholders and 
the company officials. 
The automakers also a gree that the consumer rebate 
phase of the plan is a n outright attempt on the part of the 
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TI . A. W. to get into the c ompany's pricing po licies (strictly a 
management function ) . This is also an indirect way of saying 
that automobiles are curren~ly be ing overpriced ru~d, wi t h 
sales having dropped because of the recession, this is bad 
p b l icity saleswise . 
The top au to industry executives also fear that, 
if a Profit Sharin g plan was ne g otiated and put into use , the 
T . A. w. would constantly quest ion managerial actions . Decis-
ions in re gards to budgets , expenditures , pro vrammine; , pro-
duction quotas and other vital areas of manag ement activity 
would be scrutinized and contradicted and effective c ompany 
pro e;ress would be s reatly hindered . Capital investment may 
even be fro zen . 
T~1e Fo rd chairman of the board , Ernest R. Breech , 
labeled the plan as totally unrealistic . He claimed that it 
struclc "at the very roots of the economi c system that has 
made and kept America stronr; ." Harlow Cur tice, President 
of General !'Iotors, criticized "Reuther ' s Plan11 as bein rs 
radical and that he appeared to have the desire to establish 
h imself a s the bargaining a gent for salaried·employees, s t ock -
hol ders , and the cons umer, and not just fo r the Uni t ed Auto 
Workers u n i on . L. L. Colbert , Chrysler Corporation president, 
mai _tained that Walter Reuther was trylng to f i ght inflation 
with inflationary demands and t hat he would only suc c eed in 
pushin g prices higher .~ 
Ironically, even s ome of the other leaders in the 
u. A . w. hierarchy were lnitially i n opposition to this plan . 
Carl Stellato, chief of the union's largest unit , Ford Local 
500, led the lab or opposition whose desire . was to adhere to 
t he previ ous l y established number one bargainin ::o demand--that 
of the f ou r day work week . However, though the short er work 
~!-5 9 , p . 83. 
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week is still hi ,gh on the union ' s. bar gaining a e;enda, it was 
tabled at a special U. A. \V . convention in Detroit earlier 
this year and may be held in reserve f o r l a ter contract ne ,;o -
tiations. 
D. Analysis of u. A. W. Profit Sharing Plan Demand t 
The unique uni on Profit Sharin.s proposal is a s h arp 
revision of the Uni ted Auto .'iorke rs 1 c ollecti vo bar ~ain:i..n 
s trat egy and it has caught the "big th.ree" off ~uard . They 
have been ~orced to hurriedl y alte r their defenses as they had 
prepared themselves to battle the shorter work week issue . 
Therefore , t heir baP::r,a inine; table position may h ave been 
weakened . Thi s has been th~ f irst year in which the auto -
maker's position was relatively strong compared to l abor . 
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rod ction of automobi le products has fal l en off , inventories 
of new cars are n earing the million maPk , a n d automobile dealer 
sales are dovm thi year . 'fh ese stron · arguments which can 
minimize the effectiveness of the union demands are suppl e -
mented by the reduced p o tent"al of a u . A . W. strike i n 1958 . 
Unemployment has passed the five million mark nationa lly and 
many of the auto indust r y workers have been usine; their n em-
p loyment benefi ts for s everal weeks . The income of most of 
the union members h as been so reduced that a later strike 
1V011ld severely handic ap them. ~~ri t~ n1anac; ement .fac i n i:: a redl:_ced 
profit year and the u. A. N. members havins little desire to 
strike , the union needs to stren::: t hen its bar~ainins power . 
Cor.tpared to other years , their collective bare;a ininc: pro g ram 
is mild except for the Profit Sharing plan and th"s particular 
demand w"l l serve to divert the members ' attention from the 
weaker 1958 demands. 
T' · s plan a l so may b e just a camouflaged demand , a 
stalking horse for other demands to b e raised. . Yet , although 
lt may b e onl y a point of bargaininr; pressure for some other 
vital concessions, it i s an issue of vast importance . It is 
true that the current recess i on may prevent t he union from 
vi gorous l y putting forth a conc erted effor t for acceptance of 
the plan , but the U. A. W. has at least made it knoi:vn that 
this matter is defini tely high on the a genda f or any future 
contract ne gotiation s . 
If sue~ a plan is eve r accepted , be it this year or 
later , the impact on the economy will be almost re -olutionary. 
PI•actically one out of even merican workers are affected 
dire ctly or indirectly by ac tions of the w tomotive t rades . 
Steel, textile , ele ctrical trsdes - -the se industries all rely 
~reatly on the automobile industry . This industry can 
perhaps produce reator e fe ,ts on the level of consumer · 
p rchasin 0 power than any other industry. Also , the United 
.nto Workers union h as been seemingly the guidi n g symbol for 
activities of all unions. In a sense , they set the pace for 
the labor movement . If they were able to sec re ac ceptance 
of their proposed plan , other u nions undoubtedly would 
pressure ind1v=::tries for comparabl e sys tems for division of 
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profits . The repercus sions on the national economy could be 
startl ine; . 
Just how far into management's prero gatives a ·union 
c·an delve, and exactly what is labor' s equitable proportion of 
the wealth it helped create t hrough production are other 
interestins que stions that are implied in this novel union 
demand. Certainly a new chapt er in union wage pol'cy may be 
forthcom~ n.~ . Yet, the compani es have been so vehement in 
their attacks on the U. A. ' . proposal; there i every 
indication that this time they are not going to yield to 
further ext reme labor concessions . It appears they may be 
firmly determined to make an nmvaverin2'. fi ght to eliminate 
sue a demand from becoming a part of the next 6ontract . 
The· r bar,c::;a · ning position is relatively strong and t he forth-
com· ne; April negotiati ons between t he United Auto ~ ·orkers 
un· on and General Motors should p1~ove to be a most interesting 
chapter to add to the book of Industrial Relations. 
128. 
XII • . SUWllvLA.RY A D CONCLUSION 
A. Summary of the Stud : 
To st dy the ·mpact Profit Sharin~ mi ~ht have on 
-ndustr·al Helations and its value as a means of easin .:, the 
vexations of industrial life, every effort was made to insure 
a poirit of view not part ·al to either management or to labor. 
As thi study was also undertake n with no preconceived j d~e ­
ment on the merits of Profit Sharin;::: it vras of course 
necessary to eain some insie;ht into the basic concept and 
the underlyina; philosophy wb.ich permeates throuGhout it. 
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True Profit etharine;, it vvas found, can be definitely 
justified ' on phi losophical grounds as it is a basic moral, 
idealistic concept which pur port s to reco snize the di _nity of 
the h t.: man individual . It was also observed that it embraces 
principles perfectly compatible with those of democracy itself . 
Althou8h Profit Sharin3 partisans bel eve that a more 
universal applicat i on of this system would allev·ate the 
economic ill. of cyclical variations, unempl oyment , low 
standards of living , an spiraling prices., it was seen that 
these macro-economic objectives were too sp e culative, and 
l on0- range , to serve as a j ustification f or the use of Profit 
Sharins plans as an Industrial Relations tool . It m st first 
prove its value as a miti gator of management -labor difficult·es 
today if it is to solve the broader problems in the future . 
A discussion of the claims which labor voices a -ainst 
such p lans was therefore the n ext major step .. Labor' s 
reaetion was discovered to. be j ustifiable i n many instances- -
these basic objections had a somewhat substantial foundat i on 
in fac t, and this contribut ed greatly to the anta on"stic 
attitude labor had toward Profit Sharin ~ f or s everal decades. 
It was f ond, however, that t his att•t de has be e n 
under going a cha n ge in recent years and t here i s a trend 
amon~ organi zed labo r t o at lea st show a partial acceptance 
of this way of doinJ bus i ness . Yet, labor's att i t ude i s still 
one of · s uspicion and doubt o f ms.nap;ement t s integr i ty. It · s 
eeply rooted and manae ement must make a sincere ly earnest 
effort to overcome t he s e feelin~s . 
Ji!Iana,:,ement 's motives serve to display the nature of 
t heir at t i tude and determine whether or not t h8ir reasons f or 
establishing Profit Shar·ng plans and union ideolog y are com-
patible • . True Profit Sharing_ object i ve s were fo nd to c ontain 
nothin , c ontrary to t h e aims of organized labor or harmful to 
the well - being of the individual worker. These s oals are 
lo~ical, . ound, business-like desires that are capable of 
servi n g labor as we ll as management . 
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Although not spec·fically anti-labor in nature, 
certain goals of manae ement still we r e found to be self-centered 
a n d shou ld be avoided as prime motivating factors as they are 
pitfalls to this way of doing business . Profit Sharin ~ , it 
was found, cannot be developed on mi stakes perpetuated from 
the pas t or on selfish desires f or these merely arous e l abor 's 
s spicion and, their que stion :· n s attitude will continue to 
per ist . 
There are delicate balances involved in the field 
of employer-employee relations and , i f Profit Sharing i s to 
p roduce des ired effects in this area, it requires a deeply 
entrenched sin erity of purpos e . I t was a ls o shown that 
Profit Sharinr; canno t be insti tu_ted as a cover- up for mana ..:.e -
ment short -comin~s in human and indus tr ial rela tions or be 
developed in an atmosphe re of emplo ye r-em9 loye e h os ti l·ty . 
Pre -Profi t Sharin peac e is a prime es s enti al if this system 
is to obtain its des ired resnlts . It c an then improve and 
s s tain ind strial harmony, but i t w~ ll not of its elf create 
it . 
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The bi s e t stumbl ing block on the road to s uc cess 
fo r Profit Sharing s eems to be a l a ck of understandinG and 
appreciat ion of this system by the employee . It can completely 
deter the potent al t · s system has f or evo l vin g a common 
r;round f or management -labor cooperation. Unde r s tandin . , 
appreciati on, c ooperation, a n d confidence on the part of labor 
are not benefit s a ccruabl e simply by the es t ablisrunent of 
Profit Sharin~ plans . Communication a n d education of employees 
wer s een to be of vast import ance to the effectiveness of 
sue' p lans . It simply isn't lo ~ical to consume ast sums of 
mone on suer plans and not constantly extoll t heir virtues 
and sincerely strive fo r employee support . ¥i thout their 
s upport , such plans c an quite readily b ecome seeds f or t he 
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continued e;rowth of labor confusion and unrest . 
That a potentially.successful plan can collapse 
a nd labor's attitude become even more a gitated, was best 
exemplified when Profit SharinB companies were confronted by 
low pro:fit periods . Yet, the impact of sound, hi ghly developed 
techniques of comnm.nication and education wa s proven to be 
sufficient to carry many p lans throu gh such periods ., In 
essence, therefore, insuffici ency of employee compPehension 
of Profit Sharing impl ications ca n be rL~inous, hut t he effect 
can be mi.nimized and even eliminated sometimes when the 
-
employee has been properly pre-conditioned . 
Although the concept of Profit Sharing an d union 
ideolo _ y were shown to be perfectl~r compatible, more cooper-
ation between mana gem nt and labor was found to be necessary. 
11 To :,etherness 11 could also b e emphasized in plan formulation 
and durinE plan operation . A poolin~ of ideas and a n exchange 
of opinions are proposals capable o · stimulating a c reater 
cooperative attitude and s p irit. Joint advisory bodies in 
which labor can express its opinions and assist in plan oper-
ation without naving the power of equa l control are also 
valuable consid~rations that can b"nd l abor to the p lan with 
ties of loyalt y , p ride , and a sense of responsibility . 
It ·was also further demonstrate d that Pro:fi t Sharing 
plans and union contracts can and do exist side-by-·side . 
Althou _)~ many companies d o n ot s u bmit their plans to t h e bar-
gaining table, some have found that greater labor cooperati on 
and acceptance resu lted from this action . The faculty Profit 
Shar ins plans have for fosterin g industriai peace misht well 
be eru~anced by increased uti li~ation of these explicit means 
of reco~nizing labor as a true partner . 
.. Conclusion : 
Throughout this study, numerous points continually 
arose that seemed to be usually present in companies who wore 
enjoying a re l atively hieh d e gree of Profit Sharing success . 
~requently these s ame points were found non-existant in 
unsuccessful Profit Sharing companies . These point s are, 
therefore , somewhat like crite ria for succ e ss with Profit 
SharinG. in the field of employer-employee relations . 'vifnen 
companies tended to adhere to these criteria, Prof·t Sharins 
erved as a most useful Industrial Relations tool . V'Jhen they 
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didn ' t , the se plans caused even grP-a ter r umblings of discontent 
than in the p re-pla days . Se eral other points rer c noted 
and d·s cussed that g;ave indicat·ons of beinc futtre L,"'..l ides 
for Prof · t Sharin,'3 that would as s1J.re en 7,reater success . 
Profit ('tharing has an inherent a .. li ty to be a mi ti. -a tor of 
,. 
labor unre st , but it does not appear to have reached the po -
tential it really has in this respect and all too often has 
fallen far short . 
n the basis of the study j u st completed , it is 
believed that specific s lideposts c , n be form lated that would 
serve better to equip Profit Sharins to be an improved answe r 
to the question of employer- employee relations disharmony. 
Certainly a greater r a tio of success over failure is req~ired . 
With a greater percentage of success the movement would be 
strencthened as , in a l l things in life , success breeds com-
panionship . It is sincerely hopeG. that the follovdn ~,: guide-
posts will be condu cive for achievin g this . 
1 . Profit Sharing is not a mechanic al funct ion . 
It is a way of' doin g bu siness and mtls t be thou ght of as such. 
It demand s effort , intelli gent handlin3 , and sincerity. 
·2 . A plan mu s t b e a part of an already reas onably 
s ound Industrial Rela tions program . It cannot stand alone 
if t is to contr··_bute to a peaceful " labor f rontu . 
3 . Empl oyees mus t not be led to consider Profit 
Sharins as a "novelty", but as a s incere effort with hones t 
intentions 1'_nderlyinr; it on t he pa r t of management . 
4. Managemen t mus t have a sincer ity of purpose and 
a compell i n r; de s ire to develop and enhance the team spirit 
of the entire ort;anization wh en they install their plans . 
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5 . Empl oyees mus t have faith and trust in manar;ement 
if a plan i s to endure when t he road t o Pr ofit Sharin~::, succes s 
be comes rough . 
6 . Every effo r t should b e made to convince t he 
employees t h at t:':J.ere is no benevo l ence on the part of manage -
ment and that the workers are only receivin their fair share 
of pro f its rvhich they helped to creat e . 
7 . Empl oyees shoul d be made to feel i t is their 
plan too , and that they are partners in i ts development and 
Prot:::ress . u 
8 . Continuous, stabl e p pof its of a sizeable degree 
are important prerequisites before contemplating creation of 
a Pr ofi t Sharing plan . 
9 . Pr ofit Sharinc; pa-yments a nd re :> l ar vra!jes must 
be kept phys ically and psycholo gic a l ly s eparated . 
10. Profit Sharing should only be establi s hed when 
payments will be over and above a wa ge s cale eomparabl e to 
local and union wa p,e levels . 
11 . Increased s pirit of teamwork can be facilitated 
if management earnestly endeavors t o convince employees that 
ther e is a definite correlation between their ovm individual 
efforts-and-the profitableness of the organization . 
12 . Channe l s for com.rnunication and exchange of 
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Profit Sharing ideas should be es tabli s hed upward and dovmward . 
1 3 . A sound, comprehensiv e educational program on 
profits , the economy, Profi t Shar~ng per se, and the individual 
company's plan must be maintained. Plans must not only be 
s old at t h e beginning , but must c ontj_ nuall y be sold . Keep 
employees as fully informed as possible . 
14 . Simplicity of p lan const ruction should be 
attempted . Complex plans render the attairunent of employee 
interest and unde rstanding most difficul t . 
1 5 . Use of employe e representatives and union memb e rs 
on advisory committees 1nll demonstrate a reco gnition that the 
employee is a partner in the Profit Sharin . program and will 
faci litate labor acceptance of t h e plan. 
16 . Solicitation of assistance from labor in p lan 
formulation will give them a creater sense of responsibil ty 
and desire to make Profit Sharing succeed . 
17. Profit Sharing should never be installed to 
undermine a union 's pres tige or to keep out a un on . 
18 . Incorporation of the plan in the union contract 
will materially increase labor cooperation and i mprove its 
employee relations p otential. 
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19. Increased efforts to inform and educate employees 
prior t o low profit periods will condition the employees 
and the Profit Sharing environment s.nd often enable the 
affected plan.to survive. Th ere is also the possibility 
that such conditioning will result in improved employee per-
:formance in an attempt to re ~ain the favorable profit position 
lost . 
20 . I:f Profit Sharinc; is to succ eed, mana _,ement and 
labor mus t work together in actual practice to make it 
succeed . 
Turbulent industrial waters may someday become a 
calm s e a of peace, equity, and cooperation . Profit Sharing 
is certainly an effo rt to accomplish this--a step in the ri sht 
direction . But it is not a simon-pure panacea, a cure-all for 
person~el problems. It is a catal ytic a ent that vill aid 
human and industrial relations programs to b e sure, b it 
can't be called the sure - fire appeasor of labor tro · l e as 
some of its stau nch , nearly evangelical supporters h ave named 
it. In one climate Profit Shar·ns plans may be excellent 
"tools", but in another--dynam"t e . 
It is a dangerous weapon in a sense . It~ no t 2 
simple system that can be installed and for gotten. It is a 
b road concept, with broad approac h es a nd b enefits--b t i ts 
:· mplicat ions can be even b r oader. It requ ires care , concern, 
and conscientious effort if it is to succeed . Goodwill, 
company loyalt y , efficiency, cooperation are some basic assets 
at t ainable . Yet all may be reversed in a co1nter dire c t i on 
137 . 
if the plan is improperly handl ed . Unlike many other systems , 
a failu re is not just a failur e and forgotten. Here t he 
aft er-effects can be extremely de trimental and more harm re s1llt 
t h an t h e proportionate amount of s ood that wonld have been 
obtained wi t h success . 
Based upon this study, if one specific po i nt could 
be cons idered as the nke y one" it would be that.; ·f a Prof"t 
Sharing plan is properly conducted, it can be a vital item in 
the company 's foundation of industrial and h1man relations . 
It can serve as a sound tool for constructin , an 
atmosphere of employer-empl oyee harmony . But it must be 
accompanied by every other feature of :30od management and 
g ood labor relations--it can be their major ally, never their 
suitable substitute . 
At a hi gh po1.nt in his most illus tri ous career , 
Abraham Lincoln was asked by a confi dant why with all his 
power he.did not annihilate his enemies instead of befriendin 
them . The answer he gave is ironically symbol ical of the 
potential Industrial Relations !?;Oal of Profit Sharin_. , fo r 
l e replied : "vVl1.en you make friend s of YOl r enemies, you have 
ann hilated them. 11 
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APPENDIX A 
Dec l aration of Prtnc pl e 
The Council of Profit Sharin Indus tries 
1. The Counc i l d efines p roflt sharing as any pro - · 
ced.ure 1 nder which an employer.pays to all employees, in 
addition to good rate~ of re gular pay, special current or 
deferred sums, ba s ed not only upon individual or e:roup per-
formance , but on the prosperity of the business as a w ole.; 
2 . The Council considers as the essent"al far-tor 
of economic l"fe the human person . A free economy must be 
based on freedom of opportuni_ty f or each to achieve his max-
imum personal development . 
3 . The Council holds that profit sharing affords 
a most s" gnificant means of granting workers freedom of oppor-
tuni ty to partie· pate in the rewards of thelr cooperation wit' 
capital and manag ement . 
4 ~ VJhil e the Counci l feels that profit sharin:s is 
entirely j u stified as a principl e in its own r" .o;ht, the 
Gouncil considers we ll-planned profit sharinr::, to be the best 
means of developing g roup coope~ation and efficiency. 
5 . The Council holds that widespread profit sharing 
should assist in stabilizing the economy. P lexibility in 
compensations as well as in prices·and profits affords the 
best insurance of ready adjustment to chan~ing c ond" tions , 
ei th r upvmrd or downward . 
6 . he ~ouncil maintains that stabilized prosperity 
can be maintained only under a fair rel a tionship between 
prices, pay and profits . It b e l ieve s that i f our free economy 
i s to survive , management must accept the responsibility of 
truste e ship to see t h at thi s r e l ationship p revai l"' . 
7 . The Council holds of paramount i mportance the 
tru e spirit of par tnershi p which s ound profit s h a r ing en-
genders . The only s olution to industrial strife is the 
spreadin s of t h i s spirit . The Counc i l i s con inced , t~roug 1 
the experience of its members , that thi s approach wil l be 
recipr ocated by a larse body of labor . 
A. The Oouncil is ded "cated t o t _e pur~os e o~ 
extend ins prof i t sharine in every practical way . t the same 
time it does n t offer pr·ofi t shar in,:; as a panacea . To 
pol icy or plan in the indus trial r e lation fie l d can succeed 
unl ess it is well ad apted a n unl ess it has behind it the 
sincere desire of management to be fair a n d the fai t h of 
management in the importance , dien i ty and response. of the 
huma individual . 
140. 
APPENDIX 
A SAMPLE DISTRIBUTION OF PROFIT SHARING COMP.1NIES , 
AND SIZE OF COMPANIES , BY I N· USTHI AL CLASSIFICATION 
Industrial Clas sif5cation 
T.1anufacturine; 
D'.lrable goods: 
· _ ircraft 
Auto equipment 
~ui ldin~ materials 
Buil@i ng materials 
Electrical equipment 
Electrical equipment 
~lectrical equipment 
Ins t ruments 
~achinery 
Machinery 
rliachi ne r y 
:r_r~achinery 
Netals 
li etals 
Eetal s 
fEetals 
r ..ie t a.l s 
N1etals 
Photo graphic equipment 
. Photo graphic equ "pment 
Non&1rabl e go ods : 
hemica l 
ChemicA. l s 
4' ood 2: bevera;::e 
Food & beverar;e 
Fciod & b ever age 
Leat er produc t s 
P bli shin~/p ri nting 
Publish"ng/printing 
Pu l ishinB/ print ing 
Publishinp/ print ing 
Plblish"n~/printing 
Rub e r 
Name of Company 
- --
Solar Aircraft So . 
Kent-Moore Org ., Inc . 
Andersen Corn . 
Cuppl es Pro~ucts Corp . 
A. '"3 . Chance Co . 
Edwards Co ., I nc . 
·.li remold Co . 
Lee ds -: Northrup 
Crankshaft Mf:whi ne Co . 
Pitney-~owes , Inc . 
Seneca Falls Machine 
Company 
Pnrt er-Cable Ma chine 
Company 
Aeroq1. p Corp . 
Ar wood Precision 
Castins Corp. 
Comme r cial Steel 
Treatins Corp . 
Heint z Mi'=> ." Co . 
North ~~ J dd IVIfp; . Co. 
Si gnode Steel 
Strappinc_:; Co . 
Bell _ Howell r.o . 
Eas tman Kodak Co • 
Dow Chem"cal Go . 
Nat ona l Aluminate 
Corporation 
Internat i onal Ki ll-
i.n s Co . 
J ewel Tea Co . , Inc . 
Kellogg Co . 
··Junn- Bush S'hoe Co . 
Am. Greetings Corp . 
Prentice-Hall, Inc . 
'rhe 1Nashington Post Co . 
Union Leader Co r p . 
Watervl"et Paper Co . 
Pawling R bber Corp . 
Size of Co 
(Employees) 
1-5 , 000 
unde r 500 
1-5,000 
1 - 5 , 000 
under· 1 , 000 
u nder 1 , 000 
under 1, 000 
1-5 , 000 
under 500 
1-5 , 000 
unde r 1,000 
under 1 , 000 
1-5 ,000 
under 1,000 
under 1,000 
1-5 , 000 
1-5,000 
1-5 , 000 
l-5,000 
over 50 , 000 
over 10,000 
,,_n' r 1 , 000 
1-5 , 000 
5-1 0,000 
5-10,000 
1 -5, 000 
1-5,000 
1-5,000 
1-5, 000 
1.: nde r 500 
under 1,000 
under 500 
14 1 . 
Industria l Classification 
Manufa t I•ing 
Nondu rable e;oods (cont., ) 
Soap & deterg~nts 
Soap & deter •ents 
Texti le s 
Wax products 
Nonmanufacturin,<?: 
:Sanking 
Banki n g 
Banking 
Banking 
"5' inance 
Insurance 
'•'
1h olesale/retai 1 
vnw l esal e /retail 
Wholesale/retail 
Name of Go!llpany 
Lever Bro s .. Co . 
The Procte r & 
Gamble Co . 
American Velvet Co . 
S . C. Johnson & Son 
Irving Trus t Co . 
The Central Trus t Co . 
of Cincinnati 
The First National 
Bank of Chic a g o 
~ or ces ter County 
'l'rl l "' t Go . 
Pacific F inanc e Cor p . 
Fireman' s Fund 
Insurance Co . 
Sears, Roebuck & Co . 
'rhe Kr o _ er Co. 
VV e t e rn Auto 
Supply Co . 
Size of Co . 
(Emp l oyees) 
5 - 10 , 000 
over 1 5 ,000 
under 1 , 000 
1-5 , 000 
1-5 , 000 
u nde r 1,000 
1-5,000 
under 1 , 000 
1 - 5 , 000 
5 - 10,000 
over 100,000 
over 30 , 000 
5-10,000 
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